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ENGLISH THEORIES OF FOREIGN TRADE 
BEFORE ADAM SMITH 
He shewed me a very excellent argument to prove, that our importing 
lesse [more?] than we export, do not impoverish the kingdom, according to 
the received opinion: which, though it be a paradox, and that I do not re- 
member the argument, yet methought there was a great deal in what he said. 
—SAMUEL Pepys, Memoirs, February 29, 1663/4. 


I. INTRODUCTION 
A STUDY of the theories of foreign trade before Adam 


Smith must of necessity consist of an examination of 

the mercantilist doctrines and of the contemporary 
criticisms thereof. It is a common impression that they have al- 
ready been sufficiently studied, but surprisingly little detailed 
research has in fact been done on the English mercantilist the- 
ories, and very little of what has been done has been based either 
on a reasonably extensive examination at first hand of the eco- 
nomic literature of the period or on even modest acquaintance 
with modern monetary and trade theory. The economic his- 
torians and the economists of the historical school have been al- 
most alone in studying the mercantilists, and they have generally 
been more interested in the facts than in the ideas of the mercan- 
tilist period, have based sweeping generalizations as to the char- 
acter of mercantilist doctrine on what they found in a handful 
of the mercantilist writings, have displayed neither interest in, 
nor acquaintance with, modern economic theorizing with respect 
to monetary and trade process, and have almost without excep- 
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tion shown a tendency to defend the mercantilist doctrines by 
reasoning itself of decidedly mercantilist flavor. The severe crit- 
ics of mercantilist doctrine have generally been economic the- 
orists of the English classical-school tradition, and they have usu- 
ally relied on Adam Smith’s account plus the vague mass of nine- 
teenth-century tradition for their information as to the contents 
of mercantilist doctrine.’ 

This essay is presented as a contribution to the filling-in of the 
gap in the modern literature on English mercantilism which still 
exists. It is primarily an inventory of the English ideas with re- 
spect to trade prevalent before Adam Smith, classified and ex- 
amined in the light of modern monetary and trade theory. Its 
aim is rather to discover and explain the divergencies of doctrine 
than to formulate inclusive and simple formulas descriptive of 
mercantilist doctrine en masse, formulas which are almost neces- 
sarily half-truths at best or empty. It is based on a careful study 
of the actual economic literature of the period, and its findings 
will be supported by as much of the evidence derived from that 
literature, in the form of quotations and references, as space 
limitations permit. The organization will be primarily topical 
rather than either chronological or by authors, but in order that 
it may make some contribution to the study of the evolution of 
doctrine each idea dealt with will, as far as is practicable, be 
treated in terms of its historical development. The relevant eco- 
nomic literature of the period studied is of vast proportions, and 
no one person can come near exhausting it unless he is prepared 
to devote a lifetime to the task. Selection is therefore necessary, 

* A. Dubois, Précis de histoire des doctrines économiques (Paris, 1903), gives 
a survey of English mercantilism which, although compact and based on a limited 
amount of source material, is excellent on the matters with which it deals. Except 
for a few studies of special phases of mercantilist doctrine, no other work has been 
of much help to me, and most of them, by their tendency to generalize unhampered 
by first-hand acquaintance with the actual sources, and by their inaccurate bib- 
liography, have led me on false trails oftener than on fruitful ones. Br. Suviranta, 
Theory Of The Balance Of Trade in England (Helsingfors, 1923), has used a wider 
range of sources than any other writer known to me, and his quotations and refer- 
ences are accurate, but I am unable to accept many of his interpretations and most 


of his appraisals. The special studies which were of help will be mentioned at the 
appropriate points. 
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but my basis of selection has been largely determined by arbi- 
trary and objective circumstances. Some twenty items not avail- 
able here and known or reputed to be important, I read elsewhere 
or borrowed. With these exceptions, my study is based on the 
literature available in two local libraries, the University of Chi- 
cago and the John Crerar libraries, whose resources I exhausted, 
in so far as I succeeded in discovering them. Many hundreds of 
economic tracts of the period were not available, and in them, 
no doubt, is to be found important material which would have 
required additions to, and revisions of, the survey here presented. 
There are a few tracts whose unavailability I specifically regret ;* 
and no use has been made of the Calendars of State Papers. 
But if any of the writers of major importance in the development 
of English trade theory before Adam Smith fail to receive men- 
tion here, such neglect has been due to ignorance on my part as 
to their importance, or even existence, as well as to the accident 
that their works were not available in the local libraries. 

No attempt will be made to compare in detail the results of this 
investigation with the findings of other modern commentators on 
English mercantilism, but those who are sufficiently interested 
to make such comparisons for themselves will find, I believe, that 
the differences as to fact and interpretation are numerous and of 
some importance, and that new information is presented on a 
number of points. To keep the study within manageable propor- 
tions, the doctrines of the period with respect to the fisheries, 
population, and colonies will be ignored even when they are close- 
ly related to the general foreign-trade theories.* 

* Especially sixteenth-century bullionist tracts and banking tracts of the late 
seventeenth century. 


* Except upon the first citation of a particular work, the bibliographical refer- 
ences will be abbreviated as far as is practicable, and very long titles will be given 
in abbreviated form even upon their first citation. Where the actual citation is 
from a late edition or a modern reprint, there will be given in square brackets the 
date of the original edition or, in the case of manuscripts, the date of composition. 
No attempt will be made to reproduce the spelling, capitalization, or punctuation 
of the period, except in the citations of titles. Place of publication will be indi- 
cated only when it is not London. For the period prior to 1600 I have had to lean 
heavily on Tawney and Power, Tudor Economic Documents (1924; 3 vols.). This 
collection will be referred to throughout as T.£.D. 
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11. ““MERCANTILISM” AND “BULLIONISM” 


In the English economic literature prior to Adam Smith, the 
most pervasive and the most emphasized doctrine is the impor- 
tance of having an excess of exports over imports. To this doc- 
trine and the trade regulations which it inspired, Adam Smith 
gave the name of the “commercial” or “mercantile” system, 
which later became, with the aid of the Germans, the now famil- 
iar “mercantilism.”* Many writers, however, assign “mercantil- 
ism” only to the period after about 1620, and distinguish with 
varying degrees of emphasis between the “bullionist’”’ doctrines 
of the earlier period and the “balance-of-trade” doctrines of the 
later period. The grounds most commonly given for distinguish- 
ing between the two periods are as follows: (1) that, before 1620, 
stress was put on the importance of a favorable balance in each 
transaction of each merchant, whereas in the later period the 
emphasis was on the aggregate or national balance of trade; (2) 
that, before 1620, concern about the state of the individual bal- 
ances was due to anxiety that the country’s stock of bullion be 
not reduced, whereas in the later period there was anxiety that it 
be increased ; (3) that, before 1620, the chief economic objective 
of trade policy was to protect the national currency against ex- 
change depreciation, whereas after 1620, this was a minor ob- 
jective, if a matter of concern at all; (4) that, in the early period, 
the means advocated and employed to carry out the objectives of 
the prevailing trade policy were close regulation of the transac- 
tions of particular individuals in the exchange market and in coin 
and bullion, while in the later period the policy recommended 
and put into practice was to seek the objective of a greater stock 
of bullion indirectly by means of regulation of trade rather than 
directly through restrictions on exchange transactions and on the 
export of coin and bullion. 

“If Adam Smith intended the name to be used as a contrast to the physiocratic 
system, he had considerable justification. Just as the physiocrats claimed that agri- 
culture alone (or the extractive industries alone) was productive, so many of the 
English mercantilists claimed that foreign trade was the only source of wealth, and 
many of them, while not taking so extreme a position, arranged industries in the 


order of their contribution to the wealth of the country, with foreign trade in the 
first rank. 
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The actual course of official policy seems to give no strong sup- 
port to this chronological contrast between the bullionist and the 
balance-of-trade doctrines. In the earlier period, it is true, regu- 
lation of the foreign trade and exchange transactions of the mer- 
chants had been stricter and more detailed than it subsequently 
became. But the outstanding changes in legislation and in ad- 
ministrative practice extended over a long period, and all of any 
importance occurred long before 1620 or did not occur until 
long after. The institution of the Staple, which served as an in- 
strument of regulation of individual transactions, finally expired 
with the loss of Calais in 1558, although it had already been 
moribund before. The Statutes of Employment, requiring for- 
eign merchants to pay for the English commodities which they 
bought, in part at least, in coin or bullion, had become inoper- 
ative long before the end of the sixteenth century. The Royal 
Exchanger, with his control over exchange transactions, went 
out of existence practically, if not legally, when Burleigh, in the 
reign of Elizabeth, refrained from exercising his prerogative of 
nominating the holder of the office, although Charles I attempted 
unsuccessfully to revive the institution as late as 1628. The re- 
strictions on the export of coin and bullion had been relaxed dur- 
ing the reign of Elizabeth. They were more strictly enforced, as 
far as gold was concerned, in the reign of James I, in accordance 
with a proclamation of 1603, but even stricter regulations were 
laid down by Charles I in 1628, and it was not until 1663 that 
gold and silver bullion and foreign coin could be freely exported, 
and not until 1819 that English coin could be legally exported. 
In other words, the “bullionist” regulations were either repealed 
or had become obsolete long before 1620, or persisted and even 
were strengthened long after 1620. Prohibitions and customs 
duties on imports and exports imposed for trade regulative pur- 
poses originated centuries before 1620, and although the cus- 
toms system was revised during the reign of James I, and again 
by Walpole in the 1720’s, in order that it might more effectively 
serve the purpose of procuring a favorable balance of trade, it 
continued until late in the nineteenth century to be a medley of 
provisions of miscellaneous character serving in unascertainable 
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proportions the largely contradictory purposes of fiscal needs, 
trade regulation, special privileges to favored individuals or 
groups, and foreign diplomacy. 

If, however, the dividing line be set at about 1560, instead of 
about 1620, the contrast may be made with respect to actual 
trade regulation that such devices as the Staple, the Royal Ex- 
changer, and the Statutes of Employment had been important in 
the first period, and were repealed or permitted to become inop- 
erative in the later stage. For the earlier period also, it can be 
said that there was much more concern about the menace to the 
national stock of bullion from the operations of brokers and mer- 
chants in paper exchange than there was in the later period, and 
1620 serves fairly well as the approximate date at which doctrinal 
controversy cleared away many of the older illusions about the 
consequences of unregulated exchange transactions. No attempt 
will be made here to examine the bullionist reasoning with respect 
to the exchanges, of which an excellent summary has been given 
by Tawney.” In the controversy over the exchanges at the begin- 
ning of the seventeenth century, the new views which were ex- 
pounded chiefly by Misselden and Mun won a definitive victory 
over the old views as presented by Malynes and Milles, and in 
the later literature a spokesman for the older views is only rarely 
to be encountered.. Perhaps for the first time, a matter of eco- 
nomic policy was made the occasion for a war of tracts. Perhaps 
for the last time, the tracts seem to have exerted an immediate 
and traceable influence on government policy. But commentators 
who have not explored the earlier literature nor examined care- 
fully the later literature have applied to the entire contents of 
these tracts what was true only, if at all, of their arguments with 
respect to paper exchanges, and have attributed to Misselden 
and Mun priority with respect to doctrines which were already 
old and established and to Malynes and Milles final utterance of 
doctrines which still had a long life to live. 


* In his Introduction to his reprint of Thomas Wilson, A Discourse upon Usury 
[1572] (1925), pp. 60-86; 134-69. 
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III. THE BALANCE-OF-TRADE DOCTRINE 
I. THE CONCEPT AND ITS APPLICATION 

The most pervasive feature of the English mercantilist litera- 
ture was the doctrine that it was vitally important for England 
that it should have an excess of exports over imports, usually be- 
cause that was for a country with no gold or silver mines the only 
way to increase its stock of the precious metals. The doctrine is 
of early origin, and some of the mercantilists, in the earlier period 
when it was still customary to scatter miscellaneous tags of classi- 
cal wisdom through one’s discourse, succeeded in finding Latin 
quotations which seemed to expound it. It was clearly enough 
stated as far back as 1381 by Richard Leicester, a mint official, 
in answer to an official inquiry as to the cause of, and remedy for, 
the supposed drain of gold out of England: 


First, as to this that no gold or silver comes into England, but that which 
is in England is carried beyond the sea, I maintain that it is because the land 
spends too much in merchandise, as in grocery, mercery and peltry, or wines, 
red, white and sweet, and also in exchanges made to the Court of Rome in 
divers ways. Wherefore the remedy seems to me to be that each merchant 
bringing merchandise into England take out of the commodities of the land 
as much as his merchandise aforesaid shall amount to; and that none carry 
gold or silver beyond the sea, as it is ordained by statute 
meseems that the money that is in England will remain, and great quantity 
of money and bullion will come from the parts beyond the sea.* 


The following citations from sixteenth-century sources show 
that the doctrine was current throughout that century: 


The whole wealth of the realm is for all our rich commodities to get out 
of all other realms therefor ready money. And after the money is brought 


*Bland, Brown, and Tawney, English Economic History, Select Documents 
(1914), p. 220. The concept here clearly implied of a national balance (“the land 
spends too much in merchandise”) and the emphasis on increase, and not merely 
on prevention of reduction, of England’s stock of money, support the contention 
made above that there has been exaggeration of the differences in doctrine between 
the so-called “bullionist” and “mercantilist” periods. Other officials, Aylesbury 
and Cranten, at the same time offered the same explanation of the loss of bullion. 
For Aylesbury, see ibid., p. 222. For Cranten, see the original source, Rotuli Par- 
liamentorum [1381/2], III, 127: “Quant a priffr article: Ne soit pluis despendu 
deinz le Roialme des Marchandies estranges en value q les Marchandies de la 
cresceance du Roialme issant hors de meme le Roialme ne sont en value.” 
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into the whole realm, so shall all people in the realm be made rich there- 
with.” 

But it is an infallible argument that if we send yearly into beyond the 
seas one hundred thousand pounds worth of wares more than we receive 
yearly again, then must there needs be brought into this realm for the said 
hundred thousand pounds worth of wares so much in value either of gold or 

The only means to cause much bullion to be brought out of 
other realms unto the king’s mints is to provide that a great quantity of our 
wares may be carried yearly into beyond the seas and less quantity of their 
wares be brought hither again.® 

. . . . For if England would spend less of foreign commodities, than the 
same [i.e., English] commodities will pay for, then the remain must of neces- 
sity be returned of silver or gold; but if otherwise, then it will fare in Eng- 
land in short time, as it doth with a man of great yearly living, that spendeth 
more yearly than his own revenue and spendeth of the stock besides.°® 

. . . « If we keep within us much of our commodities, [because of heavy 
duty on wool exports] we must spare many other things that we have now 
from beyond the seas; for we must always take heed that we buy no more 
of strangers than we sell them; for so we should impoverish ourselves and 
enrich them.?° 

And another [object of policy] is that the things which we carry out do 
surmount in price the things which we bring in; else shall we soon make a 


poor land and a poor people.*? 


* [Clement Armstrong ?], “A Treatise concerning the Staple and the Commodi- 
ties of this Realme” [ca. 1530], printed in Reinhold Pauli, Drei volkswirthschaft- 
liche Denkschriften aus der Zeit Heinrichs VIII von England (Géttingen, 1878), 
p. 32. Cf. also “Clement Armstrong’s Sermons and Declaracions Agaynst Popish 
Ceremonies,” ibid., pp. 46-47; “How to reform the Realme ‘in settyng them to 
worke and to restore Tillage” [ca. 1535], ibid., pp. 60 ff., 76. 

*“Policies To Reduce This Realme of Englande Unto A Prosperous Wealth 
And Estate” [1549], 7.Z£.D., II, 318, 321. 

* “Considerations for the restraynte of transportinge gould out of the realme” 
{reign of Elizabeth], printed in Georg Schanz, Englische Handelspolitik gegen 
Ende des Mittelalters (Leipzig, 1882), Ii, 649. 

* [John Hales], A Discourse Of The Common Weal Of This Realm of England 
[ca. 1550; first printed, 1581], Miss Lamond ed. (Cambridge, 1893), pp. 62-63. 

™“A Discourse Of Corporations” [ca. 1587], T.£.D., III, 267. For additional 
statements of the balance-of-trade doctrine during the sixteenth century, see Wil- 
liam Cholmeley, “The Request and Suite of a True-Hearted Englishman” [1553], 
ibid., ITI, 140-41 ; “Memorandum Prepared for the Royal Commission on the Ex- 
changes” [1564], ibid., III, 353; “Memorandum by Cecil on the Export Trade in 
Cloth and Wool” [1564?] ibid., II, 451; “D’Ewes, Journal” (for 1593) [1693], 
ibid., II, 242; [John Stow], “An Apologie of the Cittie of London,” in A Survey 
of London [1598], C. L. Kingsford ed. (Oxford, 1908), II, 210. (This is a reprint 
of the 1603 edition.) 
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Although the concept of a national balance of trade was al- 
ready common in the sixteenth century, the exact term itself 
seems to have first been coined in 1615, when it almost imme- 
diately passed into common usage."* In that year two customs 
officials, Wolstenholme and Cranfield, were instructed to com- 
pute the exports and imports for the two preceding years, in 
order to ascertain the effect on foreign trade of “Alderman Cock- 
ayne’s Project” restricting the export of undyed or undressed 
woolens. The results of their computations are still existent in 
manuscript, indorsed as follows: “A computation of all mer- 
chandises exported and imported into England one year by Mr. 
Wolstenholme 21 May 1615” and “Sir Lionell Cranfield his bal- 
lance of trade 21 May 1615.’"* In the next year, Sir Francis 
Bacon, acquainted in his official capacity with these computa- 
tions, in his “Advice to Sir George Villiers” wrote as follows: 

This realm is much enriched, of late years, by the trade of merchandise 
which the English drive in foreign parts; and, if it be wisely managed, it must 
of necessity very much increase the wealth thereof; care being taken, that 
the exportation exceed in value the importation; for then the balance of 
trade must of necessity be returned in coin or bullion.** 


The first appearance in print of the phrase appears to have 
been in the title and text of a pamphlet by Misselden published 
in 1623, The Circle of Commerce, or the Ballance of Trade, and 
it is to be found ad nauseam in the subsequent literature. The 
term was, of course, borrowed from the current terminology of 
bookkeeping, into which the word “balance” had apparently been 
incorporated from the Italian about 1600. Prior to 1615, such 


*I owe some of the following references to the excellent account by W. H. 
Price, “The Origin of the Phrase ‘Balance of Trade,’” Quarterly Journal of Eco- 
nomics, XX (1905), 157 ff. 

* Astrid Friis, Alderman Cockayne’s Project And The Cloth Trade (Copen- 
hagen, London, 1927), p. 207, and W. H. Price, loc. cit. There were no value sta- 
tistics of imports and exports at that time, but the customs rates on all goods were 
5 per cent of the official values of the goods. The balance was computed, there- 
fore, by multiplying the customs revenues by twenty. 


“ Works, Spedding ed. (Philadelphia, 1852), II, 385. (The essay was written in 
1616, but first published in 1661.) 
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terms as “overplus,””’*® “remayne,’”** “overvallue’’*’ were used to 
signify the excess of exports over imports, or vice versa, and 
Malynes, in 1601, used the term “overballancing” for the same 
purpose."* A memorandum of 1564 spoke of exports sufficient 
“to answer the foreign commodities” to mean exports adequate 
to balance the imports,** and Stow, in 1598, used “overplus” and 
“countervail” for the two meanings of “balance.”*° Nothing was 
invented or discovered in 1615 except the precise term “balance 
of trade.” There is no evidence that when in that year attempts 
were made to compute the actual balance any person regarded it 
as the application of a novel idea. Misselden, in 1623, did write 
of “this Balance of Trade, an excellent and politic invention, to 
shew us the difference of weight in the commerce of one kingdom 
with another,” but what he regarded as novel was not the notion 
of a balance but its actual measurement in the absence of periodic 
trade statistics such as those with which we are now familiar. 
Malynes did criticize Misselden’s balance-of-trade argument, 
but not because the notion of a balance between exports and im- 
ports was unfamiliar or objectionable to him, for he had himself 
stressed the concept years before. What Malynes was criticizing 
was the overemphasis which Misselden was giving to the mere 
computation of the actual balance, since “the conceited Balance 
of Trade proposed by Misselden, can be but a trial and discovery 
of the overbalancing of trade, without that it can produce any 


* “Policies To Reduce This Realme” [1549], 7.E£.D., III, 324. 

* “Considerations for the restraynte of transportinge goulde” [time of Eliza- 
beth], Schanz, op. cit., II, 649. 

* “Memorandum Prepared for the Royal Commission on the Exchanges” 
(1564], T.£.D., III, 353. 

“Gerard Malynes, A Treatise of the Canker of England’s Commonwealth 
[1601], 7.£.D., III, 386. 

* “Memorandum by Cecil on the Export Trade in Cloth and Wool,” 7.£.D., 
II, 45. 

* Stow, “Apologie of the Cittie of London” [1598], in A Survey of London, 
Kingsford ed., II, 210. 

™ The Circle of Commerce (1623), p. 117. Misselden cites from an alleged 


manuscript an attempt made during the reign of Edward III to estimate the Eng- 
lish balance of trade.—Jbid., p. 118. 
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other benefit to the Commonwealth,” and in any case, was like- 
ly to be highly inaccurate.” 

The term “favorable balance of trade” now so common, and 
so commonly attributed to the mercantilists, seems first to have 
been used in 1767 by Sir James Steuart,™* although the phrase 
“balance in our favor” had been used by Cary” in 1696, Pollex- 
fen in 1697,”° and Mackworth” in about 1720. 


2. GENERAL AND PARTIAL BALANCES 

There is no historical basis for the distinction which some 
writers have tried to make between a balance-of-individual-bar- 
gains stage and a chronologically later general balance-of-trade 
stage in the evolution of mercantilist doctrine. Richard Jones 
coined the phrase “balance-of-bargain” in order to distinguish 
between means and not ends. “To effect their purposes, they [i.e., 
the early politicians] adopted a very complicated system, which 
we may call the balance-of-bargain system; and which, though 
its object was precisely the same with that of the balance-of-trade 
system, long subsequently established, yet sought to attain that 
object by very different means.”** An influx of bullion resulting 
from an excess of exports over imports was the common objective 
both of the earlier and of the later periods. To the extent that 
the methods advocated or actually applied to attain this end dif- 
fered, it is more accurate to say that the bullionist regulations 
dealt directly with the transactions in coin and bullion and for- 
eign exchange, whereas the customs regulations sought the same 
results indirectly by regulating the commodity imports and ex- 


™ The Center of the Circle of Commerce (1623), pp. 68-69. 

* Ibid., pp. 58-59. 

* An Inquiry Into The Principles Of Political Economy [1767], in Works 
(1805), II, 115. 

* John Cary, An Essay On The Coyn and Credit Of England (1696), p. 20. 

“(John Pollexfen], A Discourse Of Trade, Coyn, and Paper Credit (1697), 
Pp. 40. 

* Sir Humphrey Mackworth, A Proposal for Payment of the Publick Debts. 

. 2d ed. (ca. 1720), p. 9. 

* “Primitive Political Economy of England,” in Literary Remains, Whewell 

ed. (1859), p. 295 (originally published in Edinburgh Review, April, 1847). 
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ports. No trace is to be found in the early literature of anything 
even approaching a theory of the importance of the individual 
balances except as items in a clearly conceived national balance, 
and it is only as inference from the character of the bullionist 
regulations that the prevalence of the notion that such a theory 
was once expounded can be explained. 

In some of the modern literature on mercantilism there is to be 
found an exposition of the evolution of the balance-of-trade doc- 
trine in terms of three chronological stages: first, the individual 
bargain; then an intermediate stage in which the notion of the 
balance of trade with particular countries, but not the total bal- 
ance of trade, had been grasped; and, finally, the emergence of 
the concept of the national or aggregate balance. This is all the 
product of vivid imagination. In the seventeenth and eighteenth 
centuries there was much controversy about the state of the bal- 
ances with particular countries, but always with reference to their 
bearing on the aggregate balance. In the seventeenth century the 
state of the balance in the East India trade was the principal ob- 
ject of controversy in this connection; in the eighteenth century 
it was the balance with France which gave rise to most misgiving. 
The East Indian balance was indisputably “unfavorable,” and 
the East India Company was attacked on this ground. Its spokes- 
men tried to meet the attack by the contention that although the 
balance was immediately unfavorable, the East India trade had 
indirect effects, such as the re-export at a profit of commodities 
imported from India and the substitution of imports from India 
for imports to greater value from other countries, which made its 
net result, direct and indirect, a favorable instead of an unfavor- 
able contribution to the total national balance.” It would be dif- 

* The argument was made by many who were not personally interested in the 
fortunes of the East India Company, and was accepted, in theory, by the critics of 
the Company. The following citations are only to spokesmen for the Company. 
T{homas] M[un], A Discourse of Trade, From England unto the East Indies 
[1621], in J. R. McCulloch ed., Select Collection Of Early English Tracts On 
Commerce (1856), pp. 9 ff.; ibid., England’s Treasure by Forraign Trade [first 
published 1664, written about 1630], Ashley ed. (New York, 1895), pp. 19 ff; [Sir 
Thomas Papillon], A Treatise concerning the East-India Trade being a most 
profitable Trade to the Kingdom [1680], 1696 reprint, pp. 12 ff.; [Sir Josiah 


Child], A Treatise Wherein is Demonstrated That the East-India Trade is the 
Most National of all Foreign Trades (1681), pp. 6 ff.; [Child], A Discourse About 
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ficult to demonstrate such a theory to determined critics, even if 
it were in accord with the facts, and when this method of argu- 
ment failed to be effective, the defenders of the Company, while 
still conceding in the abstract that any trade was harmful if it did 
not contribute, directly or indirectly, to a favorable balance for 
the country, resorted to questioning the possibility of applying 
the test with sufficient accuracy to warrant the condemaation of 
any trade.*® When this argument also failed to subdue criticism, 
the defenders of the Company were finally driven to questioning 
and even to explicitly rejecting the validity of the balance-of- 
trade test however qualified, as a measure of the value of trade. 
But none of the writers on either side of the controversy claimed 
that the particular balance of trade was to be judged except in 
terms of its contribution to the total balance, and there was cer- 
tainly none who argued about particular balances without first 
having conceived of the notion of a total balance. On this ques- 
tion there was no conflict of doctrine, but only disagreement as 
to the facts and as to the possibility of ascertaining them. 


Trade (1690), p. 142; Charles Davenant, An Essay On the East-India Trade 
[1696], in Works, Charles Whitworth ed., I, 97; Some Considerations On The 
Nature And Importance Of The East-India Trade (1728), pp. 30 ff. As repre- 
sentative instances of the acceptance of the argument by critics of the Company 
who denied, however, that the Company could meet the test even if indirect effects 
were taken into consideration, there may be cited: [William Petyt?], Britannia 
Languens [1680], McCulloch ed., Early English Tracts On Commerce, pp. 342 ff.; 
[John Pollexfen], England and East-India Inconsistent in Their Manufactures 
(1697), p. §2. 

” Cf. Charles Davenant, Discourses on Publick Revenues [1698], in Works, 
I, 388: “It is hard to trace all the circuits of trade, to find its hidden recesses, to 
discover its original springs and motions, and to shew what mutual dependence all 
traffics have one upon the other. And yet, whoever will categorically pronounce 
that we get or lose by any business, must know all this, and besides, have a very 
deep insight into many other things.” 

Cf. also Nicholas Barbon, A Discourse Concerning Coining the New Money 
lighter (1696), p. 36: “And yet there is nothing so difficult, as to find out the 
balance of trade in any nation; or to know whether there ever was, or can be such 
a thing as the making up the balance of trade betwixt one nation and another; or 
to prove, if it could be found out, that there is anything got or lost by the balance.” 
This and similar passages in Barbon have been interpreted by Bauer and others as 
rejections of the balance-of-trade theory, but they may merely be rejections of the 
particular balances as adequate or practicable tests of the profitability of particular 
trades. 
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3. CONSTITUENT ITEMS IN THE BALANCE 


The mercantilists have sometimes been charged with failure to 
see that the international balance does not consist only of com- 
modity exports and imports,” and many suppose that the “‘invis- 
ible items” are a recent discovery. But most of the important 
writers of the seventeenth and eighteenth centuries took care to 
point out that allowance must be made for non-commodity items 
in explaining the net balance payable in bullion. Reference to an 
“invisible” item is to be found as far back as 1381, when both 
Aylesbury and Lincoln explained the drain of gold as due partly 
to remittances to Rome.” An early writer argued that if foreign 
merchants were required to come to England to buy English 
cloth instead of being permitted to buy it abroad, their living ex- 
penses in England would be an item in England’s favor.** Mis- 
selden, in 1623, mentioned the profits from the fisheries, re-export 
trade, and freight earnings as items to be added to the commodi- 
ty statistics in computing the balance.** Malynes,* in the same 
year, pointed out that interest payments on foreign loans should 
be included in the balance. Robinson,” in 1641, included diplc 
matic expenditures abroad, travelers’ expenses, and freight 
charges, and Mun, writing in about the year 1630, listed almost 
all the items which would be included today: freight earnings, 
military expenditures abroad, marine insurance payments, gains 
from fisheries, losses at sea of outward and inward shipments of 
goods, Catholic remittances to Rome, travelers’ expenses, gifts, 
and the excess over their living expenses in the country for which 
the balance is being computed of payments to foreigners for ex- 
change commissions, interest, and life and commodity insur- 

™ Cf., for example, C. F. Bastable, The Theory Of International Trade, 4th ed. 
(1903), p. 73; Paul Leroy-Beaulieu, Traité théorique et pratique d’économie po- 
litique, 2d ed. (1896), IV, 175. 

* Bland, Brown, and Tawney, op. cit., pp. 220, 222. 

™ [Clement Armstrong], “How to Reform the Realme” [ca. 1535], Pauli ed., 
op. cit., p. 67. 

™“ The Circle of Commerce (1623), p. 124. 

“ The Center of the Circle of Commerce (1623), p. 59. 

* Henry Robinson, Englands Safety in Trades Encrease (1641), pp. 50 ff. 
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ance.*’ Child,* in 1690, added absentee incomes and losses from 
bad debts. 

The mercantilists were most interested in the “balance of pay- 
ments” in its strict sense of a net balance of immediate obliga- 
tions payable in specie, and the specie flows inward or outward 
resulting from the balance of payments were their primary con- 
cern. Payments on account of shipping freights or interest pay- 
ments on foreign indebtedness were therefore recognized as hav- 
ing, value for value, the same significance as payments for 
commodity imports. But it was long before separate terms were 
coined to distinguish between the commodity balance of trade 
and the total balance of payments, and the mercantilist writers 
ordinarily used the term “balance of trade” to mean at one time 
one of these balances, at another time the other. Pollexfen,** 
however, referred to the “balance of accompts” as meaning the 
total balance inclusive of both commodity and non-commodity 
items, and Harris** later used the same term in the same sense. 
Steuart spoke of “the reciprocal mass of payments” and their 
“balance,”** and at one point used the actual phrase, “balance 


of payments,” in its modern sense: “We must always carefully 
avoid confounding the grand balance of payments with the bal- 
ance between importation and exportation, which I consider as 
the balance of trade.”** An anonymous writer in 1772 used the 
phrase “temporal balance of remittance” to signify the imme- 
diate balance of payments.** The term “balance of indebtedness” 


™ Englands Treasure by Foreign Trade [1664], p. 11 and ch. xx, in Ashley 
edition. 
* A Discourse About Trade (1690), pp. 138, 140. 


" A Discourse of Trade, Coyn, and Paper Credit (1697), p. 40. Pollexfen also 
spoke of “debts and credits” in connection with international transactions of all 
sorts.—Jbid., pp. 4, 10. 

“ [Joseph Harris], An Essay Upon Money and Coins, Part I (1757), p. 119. 

“An Inquiry Into The Principles Of Political C2Economy [1767], in Works 
(1805), II, 425, etc. 

* Ibid., TV, 131, note. 

* Political Essays Concerning The Present State of The British Empire (1772), 
P. 534. 
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— 


seems not to have been used until the nineteenth century. Adam 
Smith, however, approached it at one point, where he referred to 
the “state of debt and credit.” 


IV. REASONS FOR WANTING MORE BULLION 
I. THE MERCANTILIST CONCEPT OF WEALTH 


The mercantilists wanted an export surplus primarily because 
they wanted more bullion and because they saw that for a coun- 
try without gold or silver mines a favorable balance of trade was 
the only means available to procure bullion. The central problem 
in the interpretation of the mercantilist theories is the discovery 
of the grounds on which their belief in the desirability of an in- 
definite accumulation of the precious metals was based. The 
most common criticism of the mercantilists is that they regarded 
the precious metals as the sole constituents of the wealth of the 
nation. Adam Smith made this charge a central feature of his 
criticism of the mercantilist doctrines, and he has been accused, 
by modern apologists for mercantilism, of inexcusable misinter- 
pretation of their doctrines.*® On behalf of the mercantilists they 
assert that the doctrine of the identity of wealth and bullion is so 


absurd as to make it incredible that able men, to whom the fable 
of Midas must have been familiar, should have adhered to it, and 
they either refer to passages in their writings revealing a broad 
concept of wealth, or else deny that the words “wealth,” “riches,” 
or “treasure” had the same meaning then which they do now.“ 


“ Wealth Of Nations [1776], Cannan ed., I, 440. 

“Cf. A. Oncken, Geschichte der Nationalékonomie (Leipzig, 1902), pp. 154 ff.; 
William Cunningham, “Adam Smith und die Mercantilisten,” Zeitschrift fiir die 
gesamte Staatswissenschaft, XL (1884), 44 ff. 

“An amusing conflict of interpretation pervades the apologetic literature. 
Some defend the balance-of-trade theory against its modern critics on the ground 
that the mercantilists knew that the favorable balance brought in money, and that 
when they spoke of wealth, treasure, or riches being increased as the result of a 
favorable balance, they meant money by these terms. Others defend the mercan- 
tilists against the charge of overemphasis on money, claiming that what they 
wanted was an increase in real wealth, or capital, and not merely of money. How 
a favorable balance of trade can increase the total amount of capital or wealth 
within a country they do not explain. These two lines of defense of mercantilist 
doctrine are, of course, mutually contradictory, and reflect the persistence into 
modern times of the confusion from which the original mercantilists suffered. 
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But I have failed to find any references to the Midas fable in the 
mercantilist literature prior to 1760, and, although unobjection- 
able definitions of wealth are to be found, they are usually offered 
by moderate or skeptical writers as criticisms of the prevailing 
views. “Riches,” “wealth,” “treasure” had ambiguous meanings 
in the seventeenth and eighteenth centuries. They meant money, 
jewels, and other especially precious commodities at one moment, 
and all goods useful to man at another moment. Very often this 
shift of meaning occurred within the limits of a single paragraph 
or even sentence, and reasoning involving such shifts in the mean- 
ing given to terms constitutes a large portion of the mercantilist 
argument, and especially of the balance-of-trade doctrine. 

The mercantilists ordinarily abstracted from the possibility 
that a country may make long-term investments abroad or may 
borrow from abroad on a long-term basis, and there is no mer- 
cantilist writer who explains his desire for a favorable balance of 
trade as a desire that his country should export capital abroad 
rather than borrow abroad.*’ If long-term indebtedness is disre- 
garded, the one difference between an export surplus and an im- 
port surplus is that there is a net exchange of goods for money 
in the first case, and of money for goods, in the second case. It is 
impossible, therefore, to understand such common mercantilist 
arguments as that foreign trade was the only path to national 
wealth, that a country can gain from foreign trade only if it re- 
sults in a favorable balance payable in bullion, that an export 
surplus is both the proof and the measure of gain from trade, and 
that an import surplus is both the proof and the measure of na- 
tional loss,** unless they believed, momentarily at least, that all 
goods other than money were worthless, or were of value only as 
they served as means of securing money. If it be replied that the 

“ Steuart is the only mercantilist I have found who even cites the desirability 
of investment abroad as one of the reasons for desiring a favorable balance, and he 
does so only incidentally and obscurely.—Principles Of Political Giconomy [1767], 
Works, II, 120. 

“ These arguments must be carefully distinguished from the milder forms, as, 
for example, that foreign trade will be more profitable if it produces an export sur- 


plus than if it does not, or that foreign trade is the best source of wealth. What is 
said above does not necessarily apply to the milder forms. 
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” « ” 


mercantilists meant by “wealth,” “treasure,” “riches,” “gain,” 
“loss,” “poverty,” “prosperity,” “profit,” etc., only money or ab- 
sence of money, their arguments generally become merely la- 
borious tautologies, and it becomes a mystery: (a) why they 
should have thought it necessary to present so earnestly and at 
such great length arguments reducing to the assertion that the 
only way to get more money is to obtain it from abroad in return 
for goods, and (d) what terms they used when they were thinking 
of what we mean today when we speak of riches, wealth, gain, 
prosperity. 

Statements involving either the attribution of value to the pre- 
cious metals alone, or else the use of all the terminology now as- 
sociated with the notion of wealth to mean merely money, abound 
in the mercantilist literature, and only a few heretics were never 
guilty of the confusion, real or terminological, between more 
money and wealth. There follow some representative passages, 
taken from the writings of prominent mercantilists, which can- 
not, I feel certain, be absolved from the charge that they reveal 
confusion between quantity of money, on the one hand, and de- 
gree of wealth, riches, prosperity, gain, profit, poverty, loss, on 
the other. It would be easy to multiply the number of such cita- 
tions. 

. . . « The wealth of the realm cannot decrease but three manner of ways, 
which is by the transportation of ready money or bullion out of the same; 
by selling our home commodities too good cheap; or by buying the foreign 
commodities too dear, wherein chiefly consisteth the aforesaid overbalanc- 
ing.*® 

- the native commodities exported do weigh down and exceed in value 
the foreign commodities imported, it is a rule that never fails, that then the 
Kingdom grows rich, and prospers in estate and stock; because the overplus 
thereof must needs come in, in treasure.®° 

The ordinary means therefore to increase our wealth and treasure is by 
foreign trade, wherein we must ever observe this rule: to sell more to stran- 
gers yearly than we consume of theirs in value.®* 

Foreign trade is the only means to enrich this Kingdom 

“ Malynes, A Treatise of the Canker [1601], T.E.D., III, 387. 

“ E. Misselden, The Circle of Commerce (1623), p. 117. 

* Mun, England’s Treasure [1664], Ashley ed., p. 7. 
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the consumption of things imported, does exceed in value the things exported, 
the loss will be as the excess is.°* 

. . . . The only way to be rich, is to have plenty of that commodity to 
vent, that is of greatest value abroad.** 

Exportation is gain, but all commodities imported is loss but ready silver, 
or such commodities, that being carried out again bring in silver from other 
nations.** 

Gold and silver is the only or most useful treasure of a nation . . 
nothing but bullion imported, can make amends for bullion exported.** 

If we export any value of our manufactures for the consumption of a for- 
eign nation, and import thence no goods at all for our own consumption, it is 
certain the whole price of our own manufactures exported must be paid to us 
in money, and that all the money paid to us is our clear gain.** 

. ... To take the right way of judging of the increase or decrease of 
the riches of the nation by the trade we drive with foreigners, is to examine 
whether we receive money from them, or send them ours.*” 

Mr. Deslandes says his country has a balance in trade of 7,000,000 1. ster- 
ling per annum; which, if true, is infinitely more than Britain can pretend 
to. It will follow from hence, that the French must be much richer than the 
English.** 

The general measures of the trade of Europe at present are gold and silver, 
which, though they are sometimes commodities, yet are the ultimate objects 
of trade; and the more or less of these metals a nation retains, it is denomi- 


nated rich or poor Therefore, if the exports of Britain exceed its 
imports, foreigners must pay us the balance in treasure, and the nation grow 
rich. But if the imports of Britain exceed its exports, we must pay foreigners 
the balance in treasure, and the nation grow poor.*® 


Roger Coke, A Discourse of Trade (1670), pp. 4, 6. 

“ Samuel Fortrey, Englands Interest And Improvement [1663], Hollander ed. 
(Baltimore, 1907), p. 29. 

“ Carew Reynel, The True English Interest (1679), p. 10. 

“ [John Pollexfen], England And East-India Inconsistent in Their Manufac- 
tures (1697), pp. 18-19. A Vindication Of Some Assertions Relating to Coin and 
Trade (1699), undoubtedly also the work of Pollexfen, is an elaborate defense of 
Pollexfen’s argument cited above against Davenant’s attack on it in his Discourse 
of Publick Revenues (16098). 

“ The British Merchant [1713/4], 3d ed. (1748), I, 28. 

* Joshua Gee, The Trade And Navigation Of Great-Britain Considered [1729], 
1767 ed., p. 205. 

“ W. Horsley, A Treatise On Maritime Affairs (1744), p. 37. 

“ [Matthew Decker], An Essay On the Causes of the Decline of the Foreign 
Trade [1744] (Edinburgh, 1756), pp. 1-2. 
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Adam Smith, however, did exaggerate the extent of the de- 
pendence of the mercantilist case on the absolute identification 
of money and wealth, and he failed to make clear that there were 
some mercantilists who were never guilty of such identification 
and few mercantilists who were never guiltless of it. Certainly, 
no writer of any prominence relied solely on this identification in 
arguing for the desirability of the indefinite accumulation of bul- 
lion, even though few failed to fall back on it to ease the course 
of their argument at critical points and to give it an axiomatic ap- 
pearance both to themselves and to their readers. 

To the moderate mercantilists the distinction between money 
and wealth was clear enough, if not always at least in moments of 
enlightenment and when recognition of the distinction would not 
hamper them and might even help them to make the point at issue 
at the moment. Thomas More was already, in 1516, trying to de- 
stroy the current illusions about the importance of gold and sil- 
ver, and in his ideal commonwealth they were to be relegated to 
use in the hire of foreign mercenaries and in the making of vessels 
serving lowly and unromantic purposes indeed, in order to free 
the Utopians from the tendency to exaggerate their importance. 
“And these metals, which other nations do as grievously and sor- 
rowfully forego, as in a manner their own lives; if they should 
altogether at once be taken from the Utopians, no man there 
would think that he had lost the worth of one farthing.”*° The 
following quotation from another sixteenth-century writer illus- 
trates the use of the word “treasure” to signify more than merely 
the precious metals: 

But he that hath treasure, gold, silver, house and land, 
He shall be obeyed as lord with young and old.** 

There follow some quotations from mercantilist writers who 
had a broad concept of wealth and who used to signify wealth the 
same terms which we now use but which the apologists claim then 
had a different and narrower meaning. It is to be noted, however, 
that the authors cited were all critics of the more extreme forms 
of the mercantilist doctrine. 

® Utopia [1516] (reprint published by Walter Scott, Ltd., n.d.), p. 140. 

™ Roger Bieston, The Bayte and Snayre of Fortune (ca. 1550?] (reprint, Glas- 
gow, 1894), p. 21. 
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. . . . All men do know, that the riches or sufficiency of every kingdom, 
state, or commonwealth, consisteth in the possession of those things, which 
are necessary for a civil life.** 

It is true that usually the measure of stock and riches is accounted by 
money; but that is rather in imagination than reality The stock or 
riches of the kingdom doth not only consist in money, but also in our com- 
modities and ships for trade, and in our ships for war, and magazines fur- 
nished with all necessary materials.** 

By riches, is meant all such things as are of great value. By value, is to be 
understood the price of things; that is, what anything is worth to be sold. 

It is a very hard thing to define what may be truly called the riches of a 

We esteem that to be treasure, which for the use of man has 
been converted from gold and silver, into buildings and improvements of the 
country; as also other things convertible into those metals, as the fruits of 
the earth, manufactures, or foreign commodities and stock of shipping. We 
hold to be riches, what tends to make a people safe at home and considerable 
abroad, as do fleets and naval stores. We shall yet go farther, and say, that 
maritime knowledge, improvement in all kind of arts, and advancing in mili- 
tary skill, as also wisdom, power and alliances, are to be put into the scale 
when we weigh the strength and value of a nation.** 


Similar passages can occasionally be found in the works of even 
the extreme mercantilists, but if they are examined in their con- 


text it will generally be found that they justify including other 
things than gold and silver as wealth only because gold and sil- 
ver can be obtained in exchange for them; or defend the inclu- 


“T{homas] M[un], A Discourse of Trade from England [1621], in McCul- 
loch ed., Early English Tracts on Commerce, p. 40. 

“ [Sir Thomas Papillon] A Treatise concerning the East India Trade [1680] 
(1696 reprint), p. 4. 

“Nicholas Barbon, A Discourse Concerning Coining the New Money lighter 
(1696), p. 2. 

* Charles Davenant, Discourses on the Publick Revenues [1698], Works, I, 381. 
Similar definitions of wealth are to be found in William Petty, “Political Arith- 
metick” [1690], The Economic Writings Of Sir William Petty, C. H. Hull ed. 
(Cambridge, England, 1899), I, 259; ibid., “The Political Anatomy of Ireland” 
{1691], Economic Writings, I, 192; Bernard Mandeville, Fable of the Bees [1714], 
F. B. Kaye ed. (Oxford, 1924), I, 197, 301. See also Mandeville’s own index, ibid., 
I, 376, under “Nations: What the Wealth of all Nations consists in”; Berkeley, 
The Querist [1735-37], in Works, Fraser ed. (Oxford, 1871), III, 357, 402; John 
Bellers, An Essay for Imploying the Poor to Profit (1723), p. 6; [Robert Wal- 
lace], Characteristics Of The Present Political State Of Great Britain (1758), pp. 
113 ff. 

“E.g., Lewes Roberts, The Treasure Of Trafike [1641], McCulloch ed., Early 
English Tracts on Commerce, pp. 60-65. 
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sion of other things on less than parity with the precious metals, 
on the ground that it cannot with certainty be assumed that these 
other things can and will be sold abroad in exchange for bullion.” 

Identification of wealth with the precious metals, whether ex- 
plicitly or as a tacit assumption underlying their reasoning, is to 
be regarded, however, as an extreme phase of mercantilist doc- 
trine, contributing largely, no doubt, to its hold on public opin- 
ion, but not important or not present in the writings of its mod- 
erate and its faint-hearted adherents. Some of the apparent iden- 
tification was, no doubt, purely terminological, although it must 
be repeated that the ambiguity of terminology was closely asso- 
ciated, as both cause and effect, with genuine confusion of 
thought. Much more important in the writings of the abler mer- 
cantilists than the absolute identification of wealth with gold 
and silver was the attribution to the precious metals of functions 
of such supreme importance to the nation’s welfare as to make it 
proper to attach to them a value superior to that of other com- 
modities. These functions, of which different ones or combina- 
tions were stressed by different writers, were to serve as state 
treasure, as private stores of wealth, as capital, and as a circu- 


lating medium. In the following sections, the mercantilist theo- 
ries with respect to these functions of the precious metals will be 
examined. 


2. STATE TREASURE AS AN EMERGENCY RESERVE ¥ 

The mercantilist argument for the importance of accumulating 
precious metals which is logically most easily defended is that 
resting on the value to the state of having a financial reserve on 
hand in liquid form immediately available in case of emergency. 
When monetary transactions had become the normal state of af- 
fairs, but before public borrowing could be relied upon as a quick 
and dependable source of funds, and before taxation had become 
a regular source of revenue quickly responsive to changed fiscal 
needs, there was much to be said for the accumulation of a state 
treasure consisting of a stock of the precious metals. This was a 

* E.g., Thomas Manley, Usury At Six Per Cent. examined [1669], p. 8; [Wil- 
liam Petyt], Britannia Languens [1680], McCulloch ed., Early English Tracts on 
Commerce, pp. 455-56. 
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common practice in the medieval period, and it has had survivals 
into modern times, notably in Prussia. The maintenance intact 
of a state treasure required, however, the exercise by the monarch 
of a certain degree of restraint in his expenditures, and the prof- 
ligacy of Henry VIII resulted in the dissipation of the treasure 
which he had inherited from his predecessor, and the disappear- 
ance of the institution as a phase of English state finance. Later 
monarchs, without exception, relied upon borrowing and special 
taxation to finance their wars. Even if a state treasure were main- 
tained, moreover, it would call, not for an indefinite accumulation 
of the precious metals, but only for an amount sufficient for the 
probable needs. The requirements for the upbuilding of a state 
treasure could not logically have served, therefore, as a sufficient 
basis for the mercantilist insistence upon the urgent need of an 
indefinite augmentation of the national stock of the precious met- 
als. No state treasure, moreover, was in existence or projected 
during the seventeenth century, and even the most loyal adher- 
ent of the Stuarts could have had no great confidence in their 
ability to restrain themselves from encroaching for current pur- 
poses upon any state treasure which they might inherit or have 
bestowed upon them. In fact, there is little mention of state 
treasure in the mercantilist literature, and its use as an argument 
for the importance of a favorable balance of trade is extremely 
rare. The common impression that it played an important part 
in English mercantilist doctrine has no historical basis. 

Even the few references to state treasure which do occur in 
the literature of the period are not enthusiastic in tone. Sir 
Thomas More refers to state treasure only to urge the need of 
subjecting it to a maximum limit, to keep the king from becoming 
avaricious, and so that “his people should not lack money, 
wherewith to maintain their daily occupying and chaffer.””* An- 
other early sixteenth-century writer also recommends that the 
king should limit his accumulation of treasure in due proportion 
to the amount of gold and silver that was in the country or could 
be procured from abroad in return for English commodities, as 
otherwise there would be scarcity of money for the people and 


“ Utopia [1516] (edition published by Walter Scott, Ltd., n.d.), p. 108. 
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impairment of their capacity to produce.” Mun discusses the 
desirability of a state treasure more fully than any other mercan- 
tilist writer. He defends the institution against unnamed critics, 
but seems to urge it more as an inducement to frugality on the 
part of princes in dealing with their ordinary revenues in times of 
plenty than as an emergency reserve deliberately built up by spe- 
cial exactions or taxes. He advises, very much along the same 
lines as the sixteenth-century writers referred to in the foregoing, 
that the prince should not add to his treasure annually, in the 
form of gold and silver, more than the amount of the year’s ex- 
cess of exports over imports, even if his revenues exceed his ex- 
penditures by more than that amount, since otherwise he would 
draw into the treasure all the money needed for trade and indus- 
try. He states that it is not necessary, or even desirable, for all 
the state reserve to be accumulated in the form of a stock of the 
precious metals, for it can better and more profitably be used to 
build ships of war, to store up grain against periods of dearth, and 
to accumulate war supplies, or lent to citizens for productive use. 
He writes: 

Although treasure is said to be the sinews of war, yet this is so because it 
doth provide, unite and move the power of men, victuals, and munition where 
and when the cause doth require; but if these things be wanting in due time, 
what shall we then do with our money?”° 

Except for minor references to state treasure," the only other 
discussions of it that I have found in the literature of the period 
are by John Houghton and Henry Home. Houghton, in the 
course of a plea that Parliament vote Charles II whatever funds 
he should ask for, deals with the possible objection that the king 
might hoard the money. He argues that such a hoard would lend 
prestige and power to the king in his dealings with foreign coun- 
tries. He claims that Henry VII was the only English king who 
accumulated a great hoard, and that no ill resulted to the country 
in that case. He argues that by making money dear in England, 
hoarding would lead to the import of further supplies of bullion 

© “How to reform the Realme” [ca. 1535], in Pauli, op. cit., pp. 60, 61. 

™ Englands Treasure by Forraign Trade [1664], Ashley ed., chaps. xvii, xviii. 


™ [John Hales], A Discourse Of The Common Weal [1581], Miss Lamond ed., 
p. 113; Petty, A Treatise Of Taxes [1662], Economic Writings, Hull ed., I, 36. 
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from abroad. But he concedes that hoarding would be the worst 
use to which the king could put his revenue, except expenditure 
on sinful purposes."* Home supports the maintenance of a state 
treasure, but contingent upon the existence of wise and good gov- 
ernment: “In the hands of a British Ministry, the greatest treas- 
ure would vanish in the twinkling of an eye; and do more mischief 
by augmenting money in circulation above what is salutary, than 
formerly it did good by confining it within moderate bounds.” 
His chief reason for supporting a state treasure, moreover, would 
have seemed paradoxical to the ordinary mercantilist. Its virtue 
was that it could absorb a redundancy of currency, which other- 
wise would get into circulation, raise prices, and thus hamper 
trade. Its availability as a reserve in emergencies was apparently 
a minor factor to him.” 

There are other passages in the mercantilist literature which 
may have state treasure in mind, even though they do not ex- 
plicitly refer to it. Such perhaps are the frequent references to 
money as the “sinews of war,” and especially to its importance in 
diplomacy and in conducting war in foreign territory with mer- 


cenary troops. But money procured through current taxation or 
borrowing would serve as well, and the emphasis may therefore 
be intended to be rather on the importance of plenty of gold and 
silver within the country than specifically in the state treasure." 
Many of these passages, moreover, seem to identify money with 
the things which money can buy, and financial power with the 
size of the stock of the precious metals.” 


™ John Houghton, A Collection Of Letters For the Improvement of Husbandry 
& Trade (1681-83), II, 115. 

™ [Henry Home, Lord Kames], Sketches of the History of Man (Edinburgh, 
1774] (Edinburgh, 1788), I, 155 ff. 

“Such is explicitly the argument in “Polices to Reduce this Realme ... . 
[1549], T.E.D., Ill, 324; (J. Briscoe], A Discourse Of Money (1696), pp. 27-29; 
and Henry Home, loc. cit. 

* As representative passages, the following may be cited: 

“. ... It is his [the king of Spain’s] Indian gold that endangereth and dis- 
turbeth all the nations of Europe; it purchaseth intelligence, creepeth into coun- 
sels, and setteth bound loyalty at liberty in the greatest monarchies of Europe.”— 
Sir Walter Raleigh, A Voyage For The Discovery of Guiana [1596], in Works 
(1751), II, 149. 

“(Restriction of the export of bullion] concerns the safety and well-being of 


” 
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3. THE PRECIOUS METALS AS A STORE OF WEALTH 


The really important bases of the mercantilist belief in the de- 
sirability of the indefinit> accumulation of the precious metals 
still remain to be dealt with. They divide the mercantilist writers 
into two fairly distinct groups, holding different and, to a large 
extent, conflicting views as to the important functions of the pre- 
cious metals. The first group attached great significance to the 
precious metals because they held saving or the accumulation of 
wealth as the chief objective of economic activity and, failing to 
understand the nature of the process of productive investment, 
believed that the only, or the most practicable, form in which 
wealth could be accumulated was in an increase in the national 
stock of the precious metals. 

The disparagement of consumption and the exaltation of fru- 
gality and thrift were common doctrines of the period, not wholly 
dependent upon economic reasoning but deriving much of their 
vitality from moral and religious principles and class prejudices. 
The Puritans disapproved of luxury and regarded thrift and sav- 
ing as one of the major virtues on moral and theological, as well 
as on economic, grounds. The landed gentry, on the other hand, 
were typically not Puritans themselves either in their religion or 
in their mode of life, but they tended to regard extravagance and 
expensive display as the exclusive prerogatives of the hereditary 
aristocracy, and thrift and frugality as the appropriate virtues of 
the middle and lower classes. Eulogy of frugality and thrift and 
condemnation of luxury is common throughout the mercantilist 
literature, and only a few instances need be cited. Sir William 
Temple praises the Dutch and, following a custom which seems 
already to have become established at the beginning of the sev- 


the army, the keeping of treasure within the nation; for they and the army are like 
a ship at sea, which must be well-provided with anchors and cables, and victuals; 
money is to them all this, nay, everything.”—-Thomas Violet, Mysteries and Secrets 
of Trade and Mint-affairs (1653), p. 35. 

“. . . . Since the wealth of the Indies came to be discovered and dispersed more 
and more, wars are managed by much treasure and little fighting, and therefore 
with little hazard to the richer nation.”—[William Petyt], Britannia Languens 
[1680], McCulloch ed., Early English Tracts on Commerce, p. 293. The author 
has in mind here the use of money to hire mercenaries, promote treason, etc. 
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enteenth century and to have persisted until late in the eight- 
eenth, sets them up as a model to be followed by the English in 
economic matters, because, among other virtues, “they furnish 
infinite luxury, which they never practice, and traffic in pleasures, 
which they never taste.” Petty stresses saving above all other 
means of acquiring wealth: 

But above all the particulars hitherto considered, that of superlucration 
ought chiefly to be taken in; for if a prince have never so many subjects, and 
his country be never so good, yet if either through sloth, or extravagant ex- 
penises, or oppression and injustice, whatever is gained shall be spent as fast 
as gotten, that state must be accounted poor.*? 


The emphasis on saving is shown also by the frequent exclu- 
sion of consumable goods, or goods destined for consumption in- 
stead of for accumulation, from “riches,” the latter term being 
confined to saved or accumulated goods. The following passages 
are representative of such verbal usage: 


The two great principles of riches are land and labour: . . . . whatever 
they [i.e., the people] save of the effects of their labor, over and above their 
consumption, is called riches.** 

And this increase of wages is the greatest tax on the nation, though the 
receiver is made no richer, only sprucer and lazier."® 

aes By what is consumed at home, one loseth only what another gets, 
and the nation in general is not at all the richer.*° 


™ “Observations Upon The United Provinces Of The Netherlands” [1668], 
Works (Edinburgh, 1754), I, 131. 

" Political Arithmetick [1690], Economic Writings, Hull ed., I, 254. The ety- 
mological affinity of “superlucration,” which means, of course, saving, to the piling- 
up of money, has bearing on the argument which I make here that for many of the 
mercantilists that was what saving meant. The relationships between the terms 
connected with saving and those signifying money are much more evident in 
French than in English. See Charles Rist, “Quelques définitions de l’épargne,” 
Revue d’économie politique, XXXV (1921), 734 ff. 

™ [Thomas Sheridan], “A Discourse On The Rise and Power of Parliaments” 
[1677], reprinted by Saxe Bannister in a volume bearing the title Some Revela- 
tions in Irish History (1870). The above quotation is from p. 182 of this reprint. 

* Richard Lawrence, The Interest Of Ireland In Its Trade and Wealth Stated 
(1682), Part I, p. 28. 

” Davenant, “An Essay On the East-India Trade” [1696], Works, I, 102. Cf. 
also Charles Molloy, A Treatise Of Affairs Maritime, And Of Commerce [1676], 
goth ed. (1769), Preface, p. vi. 

In the following passage from Hume’s Autobiography, “riches” is used ap- 
parently to mean having more invested capital: “I returned to that place not 





276 JACOB VINER 


The notion that saving consisted of the piling-up of valuable 
goods led naturally to an identification of saved wealth or 
“riches” with stored-up goods of a special kind suitable for ac- 
cumulation and not capable of, or destined for, current consump- 
tion. Commodities of high value and of great durability and not 
liable to loss of value through change of fashion would be special- 
ly suitable as the constituent items of stored-up wealth. The ex- 
altation of saving led in turn to the attachment of superior im- 
portance to such commodities than to more perishable commodi- 
ties and those destined for current consumption. The precious 
metals met these tests of suitability as stores of wealth better 
than any other commodities. Here is an important element in the 
explanation of the importance attributed to gold and silver by the 
mercantilists. There follow a few quotations, illustrating the at- 
tachment of superior importance to the precious metals than to 
other commodities because of their greater suitability as stores 
of wealth: 

Also they [i.e., foreign merchants] bear the gold out of this land 
And soak the thrift away out of our hand; 

As the waffore sucketh honey from the bee, 

So minceth our commodity.®* 


Gold and silver are . . . . the most necessary and lasting instruments to 
procure all things that are, or shall be found useful, or any ways serviceable 
to mankind, being portable and durable, when most other goods are burthen- 
some, subject to perish and decay Silver and gold being preferable 
to house and land, and the only instruments that have increased and improved 
trade.®? 

The great and ultimate effect of trade is not wealth at large, but particu- 
larly abundance of silver, gold, and jewels, which are not perishable, nor so 
mutable as other commodities, but are wealth at all times and all places: 
whereas abundance of wine, corn, fowls, flesh, etc., are riches but hic & nunc, 


richer, but with much more money, and a much larger income .. . . than I left 
it."—Letters Of David Hume To William Strahan, C. Birkbeck Hill ed. (Oxford, 
1888), p. xxxi. 


" The Libelle Of Englyshe Polyce [1436] (reprint edited by Sir George Warner, 


2? 


Oxford, 1926), p. 21. “Waffore”= predatory wasp; “minceth our commodity 
diminishes our resources. This passage is cited here as apparently an instance of 
the identification of thrift with the accumulation of the precious metals. 

“Thomas Houghton, The Alteration of the Coyn, with a Feasible Method to 
Do It (1695), pp. 5, 15. 
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so as the raising of such commodities, and the following of such trade, which 
does store the country with gold, silver, jewels, etc., is profitable before 
others.** 

Gold and silver, for many reasons, are the fittest metals hitherto known 
for hoarding: They are durable; convertible without damage into any form; 
of great value in proportion to their bulk; and being the money of the world, 
they are the readiest exchange for all things, and what most readily and sure- 
ly command all kinds of services.** 

As gold is a treasure, because it decays not in keeping . . . . no other 
metals are a treasure, because they either decay in keeping, or are in too great 
plenty.** 


If the only possible or practicable means of saving is by the 
accumulation of a hoard of the precious metals, it becomes ob- 
vious that the accumulated wealth of a country is limited to its 
stock of the precious metals and can increase only through an 
increase in the latter. If that country is without gold or silver 
mines, it can therefore add to its saved wealth only through a 
favorable balance of trade payable in bullion. Reasoning such 
as this explains—and exposes—the balance-of-trade theories of 
an important and numerous group of the English mercantilist 
writers. There follow several representative passages in which 
the ideas of riches as saved wealth, of saving as the piling-up of 
the precious metals, and therefore of a favorable balance of trade 
as necessary for an increase of riches are stated or clearly im- 
plied: 

. . . . Notrades carried on by the exportation of [our] own products, and 
manufactures, or those from our plantations, though what brought back in 
return be all perishable commodities, can diminish our riches, for all such 
goods of ours (unless some objection be made as to tin and lead) would have 
perished by time, if had been kept here; but a great distinction ought to be 
made, between trades carried on by the exportation of our products, and 

“ Petty, Political Arithmetick [1690], in Economic Writings, Hull ed., I, 259- 
60. In a recently published Petty manuscript, accumulation of gold, silver, and 
precious stones is stated to be the best mode of saving, because they are durable 
and are not dependent on time and place for their value, but are “morally speaking 
perpetual and universal wealth.”—The Petty Papers, Marquis of Lansdowne ed. 
(1927), I, 214. 

“ [Joseph Harris], An Essay Upon Money and Coins, Part I (1757), p. 99. 

“ An Inquiry concerning the Trade, Commerce and Policy of Jamaica, ... . 
(1759), PP. 2, 3. 
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trades carried on by the exportation of our bullion, to purchase perishable 
commodities, because in such case we exchange what is durable, and most 
useful, for what cannot long do us any service.*® 

That silks, woolen goods, wines, etc., may be esteemed riches between 
man and man, because may be converted into gold and silver, yet do not de- 
serve to be esteemed the riches of the nation, till by exportation to foreign 
countries are converted into gold and silver, and that brought hither, because 
are subject to corruption and in a short course of years will consume to 
nothing, and then of no value.®? 

Now it falls out in the natural course of things, that whilst men are em- 
ployed in searching after the necessaries of life, they find riches: for the 
earth is grateful, and repays their labor, not only with enough, but with 
abundance; and out of the plenty of these materials, plenty of things are 
formed to supply the wants of mankind. Now the more of these things any 
nation has, the more comfortably the people live; and whatever they have 
of them more than they consume, the surplus is the riches of that nation, I 
mean, the intrinsic riches of it. This surplus is sent to other nations .. . . 
and is there exchanged or sold, and this is the trade of a nation. If the nation, 
to which it is sent, cannot give goods in exchange to the same value, they 
must pay for the remainder in money, which is the balance of trade; and the 
nation that hath that balance in their favour, must increase in wealth; for 
this is the only way to bring money into any nation, that has no naturai fund 
of it in mines in its own bowels; and the only way to keep it in any nation 
that has.®* 


The doctrine of thrift also led to emphasis on the importance 
of a favorable balance of trade through another chain of reason- 
ing. Throughout the mercantilist period, the imports into Eng- 
land consisted largely of expensive luxuries and conveniences 
which contributed more to the pleasures and comforts of life than 
to the dull but virtuous process of enrichment through thrift. Al- 
so if Englishmen were sparing in their consumption of even do- 
mestic goods, there would result, it was claimed, either unemploy- 
ment or the piling-up of unsold and perishable commodities, un- 
less the surplus stocks of domestic goods were exported abroad. 
Small imports and large exports were therefore a necessary 
adjunct of thrift and enrichment. These views were widely prev- 


“ [Pollexfen], England And East-India Inconsistent in Their Manufactures 
(1697), Pp. 49. 

" Ibid., p. 7. 

* [William Hay], Remarks On The Laws Relating To The Poor . . . . (1735). 
2d (?) ed. (1751), pp. 20, 21. 
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alent, and they are sufficiently illustrated by passages cited in 
other connections. 

Protests against the importation of “apes and peacocks,” “toys 
and baubles” recur throughout the mercantilist period and were 
already commen in the sixteenth century. Thus Starkey makes 
one of the participants in his dialogue reproach as “ill-occupied” 
“all such merchants which . . . . bringin . . . . vain trifles 
and conceits, only for the foolish pastime and pleasure of man,” 
although his adversary does say something in defense of the joys 
of life.*° 

4. MONEY AS INVESTED CAPITAL 


With only a few exceptions, the mercantilists either identified 
or failed clearly to distinguish between money, on the one hand, 
and capital or “stock” employed by its owner or lent out at inter- 
est, on the other. They always wrote of direct employment of 
capital and of loans at interest in monetary terms, and as a rule 
they showed no signs that they had penetrated in their analysis 
beneath the monetary surface. Verbally, at least, they identified 
money with capital; much of their argument can be explained 
only if they regarded money and capital as identical in fact as 
well as in name. This is most clearly brought out in the important 
doctrines of the period: that interest was paid for the use of 
money, that the rate of interest depended on the quantity of 
money, and that high interest rates were proof of the scarcity of 
money, doctrines which were questioned by very few writers be- 
fore Hume.” Several passages illustrating the common confusion 
of money with capital follow: 

That by the plenty of money [resulting from raising the nominal value of 
English coin and thus keeping it from being exported] the price of usury may 
of course decrease and the price of lands be improved.** 

* Thomas Starkey, England in the reign of King Henry the Eighth [MS ca. 
1538] (Early English Text Society print ; 1878), pp. 80, 81. Cf. also “Memorandum 


. . . « On The Exchanges” [1564], 7.£.D., III, 353; “Memorandum By Cecil On 
The Export Trade In Cloth And Wool” [1564?], 7.£.D., Il, 4s. 


* See infra. 


™ John Gilbert, a mint official, in 1625, quoted by W. A. Shaw, Select Tracts 
. . « » [lustrative of English Monetary History (1896), p. 7. 
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It is an infallible sign that money abounds, and is plentiful, when the in- 
terest thereof is low, for interest or forbearance is the price of money 

Now, I think, the natural interest of money is raised two ways: first, 
when the money of a country is but little, in proportion to the debts of the 
inhabitants, one amongst another Secondly, that, which constantly 
raises the natural interest of money, is, when money is little, in proportion 
to the trade of a country. For in trade everybody calls for money, according 
as he wants it, and this disproportion is always felt. For, if Englishmen owed 
in all but one million, and there were a million of money in England, the 
money would be well enough proportioned to the debts: but, if two millions 
were necessary to carry on the trade, there would be a million wanting, and 
the price of money would be raised, as it is of any other commodity in a 
market, where the merchandise will not serve half the customers, and there 
are two buyers for one seller.®* 


This confusion of money with capital contributed directly to 
the attachment of great importance to the size of the national 
stock of money, and indirectly to emphasis on the importance of 
a favorable balance of trade as the only way in which that stock 
could be increased. 


5. THE ANALOGY FROM PERSONAL FINANCE 


All the variants of the mercantilist doctrine which rest on an 
identification of money with wealth, or with accumulated and 
stored wealth, or with loanable capital, found support for their 
position in a superficially plausible analogy with personal finance 
which with unimportant modifications recurs repeatedly in the 
mercantilist literature from the earliest to the latest writers. Two 
early statements of the analogy follow: 


. . . . We must always take heed that we buy no more of strangers than 
we sell them; (for so we should empoverish our selves and enrich them). For 


[William Paterson], A Brief Account of the Intended Bank of England 
[1694], reprinted in Saxe Bannister, The Writings of William Paterson (2d ed.; 
1859), III, 8s. 


* John Locke, Some Considerations [1691], in Works (10th ed.; 1801), V, 
9, 10. 

For additional statements to the same effect, see: Interest of Money Mistaken 
(1668), pp. 14, 18; John Asgill, Several Assertions Proved [1696] (Hollander re- 
print) (Baltimore, 1906), pp. 29 ff.; [J. Briscoe], A Discourse of Money (1696), p. 
21; James Hodges, The Present State of England, As To Coin and Publick Charges 
(1697), p. 18; William Wood, Survey of Trade (1718), p. 335; A Letter to the 
. . « « Commissioners of Trade and Plantations, wherein the Grand Concern of 
Trade is asserted . . . . (1747), pp. 76, 86. 
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he were no good husband that hath no other yearly revenues but of husbandry 
to live on, that will buy more in the market than he selleth again.** 

The ordinary means therefore to increase our wealth and treasure is by 
foreign trade, wherein we must ever observe this rule; to sell more to stran- 
gers yearly than we consume of theirs in value By this order duly 
kept in our trading, we may rest assured that the kingdom shall be enriched 
yearly two hundred thousand pounds, which must be brought to us in so much 
treasure; because that part of our stock which is not returned to us in wares 
must necessarily be brought home in treasure. 

For in this case it cometh to pass in the stock of a kingdom, as in the estate 
of a private man; who is supposed to have one thousand pounds yearly rev- 
enue and two thousand pounds of ready money in his chest. If such a man 
through excess shall spend one thousand five hundred pounds per annum, all 
his ready money will be gone in four years: and in the like time his said 
money will be doubled if he take a frugal course to spend but five hundred 
pounds per annum, which rule never faileth likewise in the Common- 
wealth 

There was little contemporary criticism of this analogy, ob- 
vious though its shortcomings seem to be both as an analogy and 
as an interpretation of personal finance. Papillon pointed out 
that it was foolish for a person managing a farm to buy less than 
he sells in order to accumulate a stock of money.” Barbon tried 


to meet it by the argument that although the “stock” of a person 
is finite, and therefore exhaustible, that of a country is infinite, 
and “what is infinite can neither receive addition by parsimony 
nor suffer diminution by prodigality.”*’ Mandeville conceded 


™“ [Hales], A Discourse Of The Common Weal [1581], Miss Lamond ed., p. 63. 


“Thomas Mun, Englands Treasure by Forraign Trade [1664] (Ashley re- 
print), pp. 7-8. For additional instances of the use of this analogy, see “Considera- 
tions for the restraynte of transportinge gould out of the realme” [MS reign of 
Elizabeth], in Schanz, op. cit., II, 649; “Debate in House of Commons on Sub- 
sidies” [1593], 7.E.D., Il, 242; Misselden, The Circle of Commerce (1623), p. 132; 
Samuel Lamb, Seasonal Observations [1659], in Somers Tracts, V1, 465; Temple, 
Observations Upon The United Provinces [1668], in Works, I, 130; Locke, Some 
Considerations [1691], in Works, V, 19 ff., 72; Davenant, An Essay Upon Ways 
and Means [1695], in Works, I, 13; S. Clement, The General Notions of Money, 
Trade and Exchange (1695), p. 11; Pollexfen, Discourse Of Trade, Coyn and 
Paper Credit (1697), pp. 80 ff.; Steuart, Principles Of Political Giconomy [1767], 
in Works, II, 114. 

* [Thomas Papillon], A Treatise Concerning the East India Trade [1680], 1696 
ed., p. 4. 

" A Discourse of Trade [1690], Hollander ed., p. 11. Cf. also, by the same au- 
thor, A Discourse Concerning Coining the New Money lighter (1696), pp. 47-48. 
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that frugality or “saving” was the most certain method to in- 
crease an estate, but he denied, on “make-work” grounds, that 
this also held true for a nation.** Hume pointed out, on quantity 
theory of money grounds, that while an individual would be rich- 
er if he had more money, the same would not hold for a country.” 


6. MORE MONEY IN ORDER TO HAVE HIGHER PRICES 

In the modern literature on mercantilism, the desire of the 
mercantilists for more money is sometimes explained as largely 
due to a prevailing desire for higher prices, and the apologists 
find economic justification for such a desire in the circumstances 
which they allege then prevailed, for example, the necessity for 
increase in the national stock of money if the period of transition 
from a barter to a money economy were not to be accompanied 
by the evils of falling prices. But even in the literature of the 
early seventeenth century, barter is already referred to as a sys- 
tem characteristic of a primitive economy from which England 
had long since emerged. From early in the sixteenth century to 
late in the eighteenth, the general trend of English commodity 
prices was decidedly upward rather than downward, although 
the economic historians do seem to be agreed that there were in- 
tervals of some length during which prices were falling. But 
throughout the period the complaints of scarcity of money were 
unintermittent. I can find in any case very few mercantilists who 
wanted higher prices and wanted more money as a means of ob- 
taining a higher price level. For such to have been the case, recog- 
nition of the dependence of prices on the quantity of money would 
have been necessary, and many mercantilists showed no trace of 
such recognition, while others denied the existence of any such 
relationship between the quantity of money and the price level.*”° 
Some mercantilists, moreover, who shared in the general desire 
for more money complained of high prices and wanted lower in- 
stead of higher prices. To them high prices were an evil which 
they did not associate with the quantity of money, or which they 


™“ The Fable of the Bees [1714], Kaye ed., I, 182. 

” “Of the Balance of Trade,” Political Discourses [1752], in Essays And Trea- 
tises On Several Subjects (Edinburgh, 1809), I, 335. 

*” See infra. 
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thought could be remedied by more money, or which created a 
need for more money if trade was to be carried on and the poor 
were to be able to buy the necessaries of life. Two typical com- 
plaints that prices were too high, made by writers who neverthe- 
less were anxious that England have a favorable balance of trade 
in order that bullion should flow in, are cited below: 

. The high price of all things is not only the greatest matter that the 
people grudge at; and one of the principal occasions of poverty and famine; 
but also the chiefest cause that the king’s majesty cannot without expense 
of wonderful great sums of money maintain his wars against his enemies.*™ 

Cheap wares do increase trade, and dear wares do not only cause their less 
consumption, but also decline the merchant’s trade, impoverish the Kingdom 
of treasure, lessen his Majesty’s customs and imposts, and abate the manu- 
factures and employments of the poor in shipping, clothing, and the 


There were very few price inflationists among the English 
mercantilists, and even the advocates of paper money did not 
want higher prices. Many mercantilists claimed that if their 
projects were adopted land values would rise, but such claims 
were made in order to win the support or weaken the opposition 
of the landed classes to their proposals. In any case, they were 
usually based on the argument that more money meant lower in- 
terest rates, and lower interest rates meant higher land values, or 
on the argument that more money meant more trade and there- 
fore a readier sale for agricultural products, and rarely made 


™ “Policies To Reduce This Realme Of Englande” [1549], 7.£.D., III, 315. 

™ Decay of Trade. A Treatise Against the Abating of Interest (1641), p. 9. 

For further references to high prices as an evil, see “How to reforme the 
Realme” [ca. 1535], in Pauli, op. cit., p. 64; Thomas Wilson, A Discourse Upon 
Usury [1572], Tawney ed., pp. 258, 284, 312, 356; Thomas Milles, The Customers 
Replie (1604), p. 13; Malynes, The Center of The Circle of Commerce (1623), 
Preface; Mun, England’s Treasure by Forraign Trade [1664], Ashley ed., p. 24; 
An Essay Towards Carrying On The Present War Against France (ca. 1697], in 
The Harleian Miscellany (1810), X, 380; Vanderlint, Money answers all Things 
[1734], Hollander ed. ( Baltimore, 1914), pp. 16, 95 ; Steuart, Principles Of Political 
conomy [1767], in Works, Il, 116. 

Rice Vaughan, in A Discourse Of Coin And Coinage (1675), pp. 68 ff. and chap. 
xi, concedes that prices had risen in England, but wants more money nevertheless, 
because the quantity of money had not increased in as great a proportion as prices 
and the rise in prices had therefore caused scarcity of money. Vanderlint (0. cit., 
pp. 15 ff.), who complained about scarcity of money, spoke of an increase in the 
supply of money or a lowering of prices as alternative remedies. 
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specific reference to higher commodity prices. Some mercantil- 
ists argued, on what would now be called “terms-of-trade” con- 
siderations, that it was desirable that export prices should be high 
and import prices low.’ But one of these writers said that it did 
not matter what domestic prices were,’ and others argued that 
even with respect to exports low prices were desirable if, or be- 
cause, high prices would mean a small volume of sales.*** I have 
found very few mercantilist writers who expressed any desire for 
higher prices in general.’®* 
7. MORE MONEY IN CIRCULATION MEANS MORE TRADE 

Many of the mercantilists, some of whom also used the argu- 
ments already discussed, wanted more money because they re- 
garded money, not merely as a passive medium of exchange, but 
as a force acting through its circulation from hand to hand as an 
active stimulus to trade. An increased amount of money in circu- 
lation, they believed, meant (or caused) an increased volume of 
trade, and since men would produce only what they could sell, a 
quickening of trade meant an increase of production and there- 
fore a wealthier country. Here, it should be noted, money is val- 
ued as an instrument or stimulus of trade rather than for its own 
sake. The writers who stressed “circulation” as the valuable 
service of money often shifted, however, from the concept of 
money circulating as a medium of exchange to money passing 

™ E.g., Malynes, A Treatise of the Canker [1601], T.E.D., III, 389; Locke, 
Some Considerations [1691], Works, roth ed., V, 50; Thomas Houghton, The 


Alteration of the Coyn (1695), Pp. 44. 

™ Fortrey, Englands Interest and Improvement [1663], Hollander ed., p. 29: 
“. ... For what the price of any thing is amongst our selves, whether dear or 
cheap it matters not; for as we pay, so we receive, and the country is nothing 
damnified by it; but the art is when we deal with strangers, to sell dear and to buy 
cheap; and this will increase our wealth.” 

* E.g., Robinson, Englands Safety in Trades Encrease [1641], in Shaw, Mone- 
tary Tracts, p. 63; Samuel Lamb, Seasonal Observations [1659], in Somers’ Tracts, 
VI, 464; (Sir William Mildmay], The Laws and Policy of England Relating to 
Trade (1765), p. 62. 

“ [Petyt], Britannia Languens [1680], in McCulloch ed., Early English Tracts 
on Commerce, pp. 283, 290; [Robert Wallace], Characteristics of the Present Po- 
litical State of Great Britain (1758), p. 35; Arthur Young, Political Arithmetic 
(1774), Pp. 55 ff. 
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from the hands of a lender to those of a borrower, and rarely dis- 
tinguished clearly between them. The underlying reasoning is 
often presented in the form of analogies, especially with the cir- 
culation of the blood, which William Harvey had discovered not 
long before.*” 

Stress on the importance of an abundance of money in circula- 
tion if trade was to flourish is already to be found in very early 
writers." The most elaborate expositions of the “circulation” 
argument were made by William Potter’*® and John Law.*”® Pot- 
ter’s argument seems to reduce to this: The wealth of a country 
is equal to the value of the goods of all sorts therein, money being 
valuable only as it serves to bring about the production of more 
goods.*** The more money men have, the more they spend and 
the faster they spend it. If men acquire more money and spend 


* “By the means of which measures [i.e., the reduction, by “concoction” of all 
commodities which are not immediately consumed, to money], all commodities, 
moveable and immoveable, are made to accompany a man, to all places of his 
resort, within and without the place of his ordinary residence; and the same 
passeth from man to man, within the commonwealth ; and goes round about, nour- 
ishing (as it passeth) every part thereof; in so much as this concoction is as it were 
the sanguification of the commonwealth; for natural blood is in like manner made 
of the fruits of the earth; and circulating, nourisheth by the way, every member 
of the body of man.”—Thomas Hobbes, Leviathan [1651], Everyman Library 
edition, p. 133. 

“And as money is the sinew of war, so doth it appear to be the life of trade, all 
commodities being valued by it, and in both as useful in the body politic as blood 
in the veins of the body natural, dispersing itself, and giving life and motion to 
every part thereof” (Samuel Lamb, Seasonal Observations [1659], in Somers 
Tracts, VI, 463). 

Cf. also Omnia Comesta a Bello, Or, An Answer Out of the West To A Ques- 
tion Out of the North (1667), p. 11; R. Haines, England’s Weal & Prosperity Pro- 
posed (1681), p. 12; Taxes no Charge (1690), p. 11; Berkeley, The Querist [1735- 
37], in Works, Fraser ed., III, 395. 

* Cf. Sir Thomas More, Utopia [1516] (reprint published by Walter Scott, 
Ltd.), p. 108. 

“The Key of Wealth (1650). Perhaps also in his The Tradesmens Jewel 
(1650), which was not available for examination. 

™ Money and Trade Considered (Edinburgh, 1705] 2d (?) ed. (Glasgow, 
1750). 

™ Cf. Berkeley, loc. cit.: “Whether the public is not more benefited by a shill- 
ing that circulates than a pound that lies dead?”; John Smith, Chronicon Rusti- 
cum-Commerciale, Or Memoirs Of Wool (1747), 1, 414: “And money itself is not 
properly riches, i.e., it is not serviceable to a community, but as it is circulated.” 
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it as fast as they receive it, the sales of merchants and manufac- 
turers will increase proportionately. If they sell five times as 
much in value, they will produce five times as much, and even 
more, in physical quantities, since they can afford to charge low- 
er prices on the greater volume of sales.*** 

. . . - Inreference to a commonwealth, or any society of men, the greater 
quantity there is amongst them, of money, credit, or that which is taken by 
them for commodities, the more commodity they sell, that is, the greater is 
their trade. For whatsoever is taken amongst men for commodity, though it 
were ten times more than now it is, yet if it be one way or other laid out by 
each man, as fast as he receives it, it must needs come to pass, that (resting 
no where) it doth occasion a quickness in the revolution of commodity from 
hand to hand, that is trade, proportionable to the greatness of its quantity.*** 


John Law’s argument is essentially the same, although stated 
more conservatively.** The most enthusiastic advocates of the 
circulation argument, Potter and Law included, were advocates 
of paper money. But if paper money were accepted as of equal 
value to metallic money, the great reason for desiring a favorable 
balance of trade, that it results in an inflow of bullion, should lose 
its force. Such in fact was the case with some of them, as the fol- 
lowing extracts show: 

. . . . For whether a nation have any silver amongst them or no, yet if 
they can trade as well without it, what need they care? for their estates in 
vendible commodities (and consequently their credit) is of as real value as 
if it were in money.**5 

Whatsoever quantity of credit shall be raised in this office, will be as gdod, 
and of as much use, as if there were so much money in specie added to the 
present stock of the nation . . . . ’tis more prudent and advantageous to a 
nation, to have the common standard or medium of their trade within their 
power, and to arise from their native product, than to be at the mercy of a 
foreign prince for his gold and silver, which he may at pleasure behold. Cred- 
it can neither be hoarded up, nor transported to the nation’s disadvantage; 


™ Key of Wealth, pp. 1-20. 

™ Ibid., pp. 7, 8. Potter later makes his proposition even stronger: increase 
money and “both trading and riches will increase amongst them, much more than 
proportionable to such increase of money, and that without increasing the price 
of commodity, as I shall prove in place convenient” (ibid., p. 10, incorrectly paged 
6). This, he explains, is due to the fact that when men have little money they tend 
to keep it, but when they have much, they make it “revolve” much more rapidly 
(ibid., p. 11). 

™ Op. cit., pp. 20 fi. ™* William Potter, Key of Wealth (1650), p. 69. 
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which consequently frees us from the care and necessity of making laws to 
prevent exportation of bullion or coin, being always able to command a credit 
of our own, . . . . as useful, and as much as shall be necessary.**™ 

The only necessity of a foreign trade for England is because we make a 
foreign commodity (gold and silver) the standard of all ours, and the only 
medium of commerce, which (as long as it continues so) if we want, all 
trades must cease; but if we can find out another and safer medium of ex- 
change (as this credit) appropriated to the place where we live and not sub- 
ject to such obstruction as the other, why should we not readily embrace it ?*** 

And if the proprietors of the bank can circulate their fundation of twelve 
hundred thousand pounds, without having more than two or three hundred 
thousand pounds lying dead at one time with another, this bank will be in 
effect, as nine hundred thousand pounds, or a million of fresh money, brought 
into the nation.**7 

Whether in any one year half a million is brought into a commercial coun- 
try by trade, or issued out by banks, in notes, upon good security, it will 
serve for the same purposes.??* 


Some advocates of paper money made little or no reference to 
the balance of trade or to trade policy in their tracts. This free- 
dom from the prevailing obsession with the state of the balance 
of trade may have been due to a loss of interest in a policy of se- 
curing laboriously through the complicated regulation of trade 


the increase of money which could be secured more quickly, with 
greater certainty, and with less effort, by means of the printing 
press. But some of the advocates of paper money displayed loyal- 
ty to the current belief in the importance of a favorable balance 
of trade, either because of blind acceptance of traditional doc- 
trine, or on the basis of the store of wealth argument or the 
analogy from personal finance that one should buy less than one 
sells, and these writers claimed that an increase of paper money 
would not drive bullion out of the country, but on the contrary 


™* Englands Interest Or The Great Benefit to Trade By Banks or Offices Of 
Credit (1682), pp. 1-2. 

™ Several Objections Sometimes Made Against the Office of Credit, Fully An- 
swered (ca. 1682), p. 9. 

“* [William Paterson], “A Brief Account of the Intended Bank of England” 
[1694], Bannister ed., The Writings of William Paterson, III, 8s. 

™ [Robert Wallace], Characteristics Of The Present Political State Of Great 
Britain (1758), p. 37. Wallace however relapses at times into concern about the 
state of the national stock of bullion. 
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would make the balance of trade more favorable through its bene- 
ficial effect on trade.**® 


8. THE QUANTITY THEORY OF MONEY 

Those mercantilists who sought an increase in the supply of 
money because they wanted more circulation or more invested 
capital clearly wanted genuine physical increases and not merely 
nominal increases in terms of a depreciated monetary unit. Their 
doctrines, therefore, would seem to come into sharp conflict with 
any theory of the value of money which makes it vary inversely 
with its quantity, whether proportionately or not.’*® Only for 
those mercantilists who wanted an increase of money for use as 
hoards or stores of wealth would acceptance of a quantity theory 
of money involve no problem of reconciliation. Many of the mer- 
cantilist writers gave no evidence of recognition of the depend- 
ence of the value of money upon its quantity. A few of them, in 
fact, wanted more money as a cure for the evils resulting from 
high prices. But, although Locke is sometimes credited with the 
first clear English formulation of the quantity theory, many of 
the mercantilists, from the beginning of the seventeenth century 
on, did present, in one connection or another, some simple version 


of the quantity theory,’™ although in most cases they failed to in- 


™ E.g., Samuel Lamb, Seasonal Observations [1659], Somers Tracts, VI, 455; 
Edward Forde, Experimental Proposals [1666], in The Harleian Miscellany, VII, 
343; M. Lewis, A Large Model Of A Bank (1678), p. 20; Richard Lawrence, The 
Interest of Ireland (1682), Part II, p. 11; An Essay Towards Carrying On The 
Present War Against France (ca. 1697], in The Harleian Miscellany, X, 380; Pro- 
posals for Restoring Credit, for Making the Bank of England more useful and 
profitable (1721), p.17; [Robert Wallace], Characteristics Of The Present Political 
State of Great Britain (1758), p. 30. See also pp. 200 ff. infra, with respect to the 
views of Potter and Law. A number of writers disapproved of paper money, on 
the ground that it made the balance of trade unfavorable and drove metallic 
money out of the country, e.g., Vanderlint, Money answers all Things [1734], 
Hollander ed., p. 15; [Patrick Murray], Essays on the Public Debt, on Paper 
Money and on Frugality (Edinburgh, 1753], extract in McCulloch ed., A Select 
Collection of .... Tracts ....On Paper Currency and Banking (1857), pP- 
68-69; and, surprisingly enough, David Hume, “Of Money,” “Of the Balance of 
Trade” [1752], in Essays and Treatises (1809), I, 301, 335 ff. 

™ See also the subsequent discussion of the theory of the “self-regulating mech- 
anism.” 


™ J. W. Angell, The Theory of International Prices (Cambridge, 1926), pp. 13, 
15, 18, etc., denies specifically to Malynes and Mun, and generally to all the Eng- 
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corporate it as an integral part of their foreign-trade doctrine and 
failed also to show any concern about its consistency with the 
rest of their doctrine. There follow quotations from writings 
antedating Locke by some forty to ninety years which present 
some form of quantity theory of the value of money: 

. . . . Plenty of money maketh generally things dear, and scarcity of 
money maketh likewise generally things good cheap. Whereas things par- 
ticularly are also dear or good cheap according to plenty or scarcity of the 
things themselves, or the use of them.*?? 

. . . . Even as plenty of money maketh things dear, and scarcity of 
money maketh things good cheap: even so plenty or scarcity of commodi- 
ties maketh the price thereof to rise and fall according to their use more or 
less.128 

It is a common saying, that plenty or scarcity of money makes all things 
dear or good cheap.'* 

Money through want or plenty raises or diminishes the price of all 
things.?25 

. . . . In those countries where monies are scarce, there the lands and 
native wares are cheap, so likewise where money doth abound, there the, 
lands and wares are dear.1?* 


lish mercantilists before Locke (1691) possession of any form of the quantity the- 


ory. A. E. Monroe, Monetary Theory before Adam Smith (Cambridge, 1923), 
gives the same impression. For purposes of the theory of international trade, dif- 
ferences in the mode of formulation of the quantity theory have as a rule little 
qualitative significance, but several variants of the quantity theory were pre- 
sented by English writers prior to Locke. 

™ Malynes, A Treatise of the Canker [1601], T.E.D., p. 387. 

™ Malynes, The Center of the Circle of Commerce (1623), p. 14. 


™ Mun, Englands Treasure [1664—written about 1630], Ashley ed., p. 28. See 
also p. 24. 
™ Henry Robinson, Englands Safety in Trades Encrease (1641), p. 60. If inter- 
preted literally, this is the quantity theory reversed, but the context shows that it 
is not intended to be so interpreted. 
™ Decay of Trade (1641), p. 2. See also, A Discourse . . . . For The Enlarge- 
ment and Freedome Of Trade (1645), p.23. For the period after 1650 the following 
may be cited, in addition to the writers discussed in the text: Ralph Maddison, 
Great Britains Remembrancer (1655), p. 7; [William Paterson], A Brief Account 
of the Intended Bank of England [1694], in Bannister ed., Writings of Wil- 
liam Paterson, III, 85; [John Briscoe] A Discourse Of Money (1696), pp. 47-58: 
(— of money 
=rate of money wages=—prices X average real income); Van- 
number of persons 
derlint, Money answers all Things [1734], Hollander ed., pp. 13, 44; Erasmus 
Philips, The State of the Nation in respect to its Trade [1725], in Misellaneous (!) 
Works (1751), p. 33. After Hume (1752) the quantity theory was a commonplace. 
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Several mercantilists faced squarely the apparent conflict be- 
tween the quantity theory of money and their doctrines and at- 
tempted to meet the issue either by arguing that they could be 
reconciled or by denying the truth of the quantity theory.**” Ap- 
parently the first of these was William Potter, who has not re- 
ceived the attention which he deserves in this connection.*** Pot- 
ter, as has been shown,*” claimed that an increase of money in 
circulation would result in an even more than proportionate in- 
crease in trade and production, or in goods in circulation. In or- 
der to refute it, he states a quantity theory of money in its sim- 
plest one-sided form: 

If then, in opposition to what is thus undertaken to be proved, it should be 
objected, that an increase of money would occasion an increase in the price 
of commodities, proportionable to such increase of money (that is, if money 
were twice as much, commodity would be twice as dear) consequently (going 
never the further in commodity by the increase thereof) would not occasion 
any increase in the sale of commodity: therefore not any increase of trade; 
and yet (by causing the price of commodities to rise) incur an inconvenience, 
contrary to what is before affirmed.'*° 


His answer is elaborate and not always intelligible. He as- 
sumes the basis of the theory of money he is attacking to be that 
an increase of money increases prices by increasing the (physi- 
cal?) volume of sales (by increasing the demand for commodi- 
ties?). He replies that if, when money is doubled, the prices of 
commodities are also doubled, there will be no increase in the 
(physical?) amount of sales. The theory therefore involves a 
contradiction.’ He then attempts to meet it by another line of 
reasoning. Quick trade permits of a small profit, and therefore a 
lower price. Quick sales enable artisans and others to produce 


*™" Cf., however, Angell, op. cit., p. 211: “In England no effort was ever made 
to reconcile the two conflicting doctrines.” 

™ Neither Dubois, Précis de l’histoire des doctrines économiques (1903), I, 258 ff., 
who of all the commentators on mercantilism deals most acutely with the diffi- 
culties created for the doctrine by the development of the quantity theory of money, 
nor Angell (op. cit.), who follows Dubois, mention Potter. Dubois attaches great 
importance in this connection to Law and Verri, who were anticipated on most 
points relevant here by Potter. 

™ Supra, pp. 285 ff. ™ Key of Wealth (1650), p. 13. 


™ Ibid., p. 13. Cf. also p. 15. 
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more quickly, and if they sell more they can afford to charge a 
lower price. The increase in the amount of commodities result- 
ing from the stimulus to trade of an increase in money, instead of 
raising prices, will therefore lower them. Prices will rise only if 
the increase in commodities is proportionately less than the in- 
crease in money, which is not likely to be the case. But even if 
prices should rise somewhat, it is better to have an abundance of 
comforts, though dear, than a smaller amount thereof, though 
never so cheap.**” 

Another advocate of paper money, John Asgill, denied the 
truth of the quantity theory of money on different and exceed- 
ingly slender grounds: an increase in money would lower the 
rate of interest and therefore raise land values, but not the prices 
of commodities in general, because “the price of corn and cattle 
don’t rise and fall with the interest of money.””** John Law at- 
tacked it, partly by arguments closely resembling those of Potter, 
partly on reasoning peculiarly his own. The stimulus to trade and 
industry resulting from an increase in money would result in an 
increase in commodities. Because money would be easier to bor- 
row, interest costs would fall, merchants would be able to increase 
the extent of their operations and to sell at lower rates of profit, 
and therefore the value of the money would not fall, i.e., prices 
would not rise.*** Money falls in value only when given to a 
people in greater quantity than there is demand for; if the money 
is issued only as there is demand for it, its value will not depre- 
ciate, “the quantity and demand increasing and decreasing to- 
gether.””*® Law concedes that, if the quantity of money in any 
particular country “should increase beyond the proportion that 
country bears to Europe,” prices would rise there, but the rise of 
prices would spread elsewhere, so that the value of money would 
become the same, or about the same, everywhere. The country 


™ Ibid., pp. 17-20. 

™ Several Assertions Proved [1696], Hollander ed., p. 20. This is, of course, an 
unusually clear instance of the confusion between loanable capital and money. 

* Money and Trade Considered [1705] (Glasgow, 1750), pp. 141-43. 

™ Ibid., pp. 167-73, 221. This argument is an anticipation of the doctrine of 
the nineteenth-century “banking school,” which applied it, however, only to con- 
vertible, and denied its applicability to inconvertible paper money. 
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which had acquired the increase of money would profit greatly 
thereby, “for that country would have the whole benefit of the 
greater quantity, and only bear a share of the lesser value, ac- 
cording to the proportion its money had to the money of Eu- 
rope.””*** What would make the prices rise elsewhere, he does not 
explain. 

Another writer, James Hodges, who complained of scarcity of 
money, wanted plate called in and coined and the value of the 
English standard money raised as a remedy for this scarcity. He 
admitted that these measures would result in higher prices, but 
only after they resulted in an increase in the number of coins in 
circulation. The effect on prices would therefore be gradual, 
and meanwhile there would be a stimulus to trade. After a short 
time the value of the coin could be gradually lowered, and the 
surplus bullion returned to be made into plate again if its own- 
ers so desired. His argument is interesting as an anticipation of 
Hume’s doctrine that rising prices are a stimulus to trade, and for 
its endeavor to find a method of obtaining this stimulus without 
involving a permanent increase in the price level. The difficulty 
with the scheme, granting its logic, is, of course, that the period 
of stimulus would be followed by a period of at least correspond- 
ing depression.**" 

Both Potter and Law claimed that an increase of (paper) 
money would make the balance of trade more favorable and 
would lead to an inflow of bullion. Potter argued that the bene- 
ficial effects of an increased quantity of money would enable 
England to outsell other countries, for “the greater trade of one 
country, hath a capacity of undermining and eating out the lesser 
trade of other countries.’””"** For reasons not explained, unless it 

™ Ibid., pp. 142-43. Law’s reasoning is reproduced at length and largely ver- 
batim without any acknowledgment, by Sir Humphrey Mackworth, A Proposal 
for Payment of the Publick Debts, . . . . 2d ed. (ca. 1720), pp. 9-16. The quantity 
theory is also attacked, in an obscure and ineffective way by B-I-M.D. [William 
Temple, of Trowbridge], A Vindication of Commerce and the Arts [1758], in 
McCulloch ed., Select Collection Of Scarce And Valuable Tracts On Commerce 
(1859), pp. 517 ff. 

™ The Present State of England (1697), pp. 27 ff., 122 ff., 230 ff., 333. 

™ Key of Wealth, p. 12. 
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be the fall in English prices alleged to result from an increase in 
the quantity of money, both foreign and English commodities 
would fall in price in England, but not abroad. Exports would 
therefore be paid for with bullion (and presumably imports 
would be paid for with English commodity exports), and the bul- 
lion could be coined into English money without loss. But with 
unusual consistency Potter admits that when paper money or 
credit is available as a substitute, metallic money would be of lit- 
tle importance to England.*** Law showed more concern than 
did Potter about the state of the balance of trade, but he also 
claimed that an increased amount of money through the issue of 
paper money would make the balance favorable: ‘Most people 
think scarcity of money is only the consequence of a balance due; 
but ’tis the cause as well as the consequence, and the effectual 
way to bring the balance to our side, is to add to the money.’”*° 
More money, by employing more people, would make a surplus of 
goods available for export, and if sufficient money was issued, 
production would reach a level at which more would be exported 
than imported. Conversely, if the amount of money was reduced, 
some of the laborers would be rendered idle, the domestic output 


would shrink, exports would fall, and an unfavorable balance 
would result.** 


Q. THE MERCANTILISTS ON HOARDS AND PLATE 

Because the mercantilists differed among themselves as to the 
character of the benefit which resulted from an increase in the 
amount of bullion in a country, they also differed in their atti- 
tudes toward the miser, the collector of gold or silver plate, the 
usurer, and the spendthrift. Those mercantilists for whom the 
chief virtue in an increased supply of bullion lay in its stimulus 
to circulation condemned private hoards as an evil, and also re- 
garded other practices which kept bullion from circulating as 
money, such as its use in the manufacture of plate, as objection- 
able. Vaughan condemned hoarding and the use of plate as con- 


™ Ibid., pp. 68 ff. ™ Money and Trade Considered, p. 217. 


** Ibid., pp. 23-24. Sir Humphrey Mackworth plagiarized Law here as else- 
where.—A Proposal for Payment of the Publick Debts (ca. 1720), p. 9. 
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tributing factors to the scarcity of money, and recommended 
sumptuary legislation to check the melting of money and its 
manufacture into plate.***? An anonymous writer criticized the 
Established church on the ground that it hoarded up riches which 
should circulate, so that “the money that before ran current in 
trading, is dammed up in their coffers.”"** Another pamphlet, 
written as an answer to this one, condemned the excess of silver 
plate for the same reason, but claimed that there was no occasion 
for alarm about hoarding, as there was not much of it, and urged 
in the defense of the church, that it could be charged with respon- 
sibility for the prevailing scarcity of money only if the clerics 
kept “banks of money dead by them,” which was not the case. 
Complaint against the usurer as a hoarder of money was likewise 
without basis, since “his money walks, though upon other legs, 
either serving the tradesman or the gentleman, for preparing 
commodities to export, or to buy what is imported for his ex- 
penses.’”’*** Manley found fault with the miser, because “money 
locked up in the miser’s coffers is like dung in a heap, it does no 
good; but being dispersed, and orderly disposed abroad, enrich- 
eth the land.’"** An anonymous writer wanted misers’ hoards 
taxed, in order to draw some of their money into circulation, 
especially in time of war when trade was slack. “I know no dif- 
ference,” he wrote, “betwixt bringing treasure out of an iron 
chest by a good law, and plowing the seas by long and dangerous 
voyages” in order to secure bullion through foreign trade.*** One 
of Locke’s objections to the reduction of the interest rate by law 
was that it would result in men keeping their money “dead” by 
them, instead of lending it, with resultant loss to trade.**" Petty 


* Rice Vaughan, A Discourse Of Coin And Coinage (1675), p. 66. 

** Omnia Comesta a Bello (1667), pp. 10, 11. 

™ Et @ Dracone: Or, some Reflections upon a Discourse called Omnia a Belo 
comesta (1668), pp. 5 ff. Cf. Taxes no Charge (1690), pp. 13 ff. 

Thomas Manley, Usury At Six Per Cent. examined (1669), p. 53. Manley 
borrowed the analogy from Francis Bacon: “Money is like muck, not good except 
it be spread.”—“Of Seditions and Troubles” [1625], in Works, Spedding ed. 
(Philadelphia, 1852), I, 23. But the context shows that Bacon meant more equal 
distribution of wealth and not monetary circulation. 

™ Taxes no Charge (1690), p. 17. 

* Some Considerations [1691], Works, V, 12. 
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expressed a preference for money over plate, because it served 
trade better.*** 

Hodges’ scheme for a forced three-year surrender of plate in 
return for “raised” money, with prohibition of ownership of plate 
in the interval, in order for a time to secure relief from the pre- 
vailing scarcity of money, and to obtain the stimulus to trade of 
slowly rising prices, has already been referred to.*** Another 
writer urged a similar scheme for raising money 5 per cent, in 
order to draw hoards of the old, and therefore undervalued, coins 
into circulation.**° One writer made the same sort of contrast 
between hoarded and circulating credit which other writers con- 
fined to hoarded and circulating money, hoarded credit being the 
exchequer bills which, because of the high rate of interest they 
carried, were held instead of being used as money. “. . . . In 
the frequent passing of credit from hand to hand, consists its 
great usefulness in trade; for when either money or credit is 
hoarded up, it may more properly be said to stagnate, than to cir- 
culate.’”*"* Postlethwayt, in a curious argument, claimed that 
lending of money at interest involved hoarding and therefore on 
circulation grounds was to be condemned. If some money is 
hoarded, the volume of trade will fall. In order to bring the 
hoarded money back into trade, those in great need of it will offer 
interest (“profit”) for its loan. The result will be that other 
monied men, instead of “circulating their money” in trade, will 
“lock it up,” while awaiting the opportunity to lend it, preferring 
to get their income by usury instead of by trade. Eventually the 
money so withdrawn from trade would be lent and would thus 
return to trade, but bearing an interest charge which would act 
as a restraint on trade.’ 


™ Political Arithmetick [1690], Economic Writings, Hull ed., I, 243. 

Supra, p. 292. 

“ The Circumstances Of Scotland Consider’'d, With Respect to the present 
Scarcity of Money (Edinburgh, 1705), p. 25. 

™ The Vindication and Advancement Of Our National Constitution And Credit 
(1710), p. 84. 

™ Malachy Postlethwayt, Great-Britain’s True System (1757), pp. 337-42. 
Richards (The Early History of Banking In England, 1929, p. 169, note) refers to 
anonymous pamphlets of 1707-8 not available to me which criticized the Bank of 
England as injurious to trade, because if money was deposited in the bank it was 
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Once hoarding and the use of coin or bullion in the making of 
plate were attacked, there were few to come to their defense, and 
the use of gold and silver in the making of thread or in gilding 
met with almost general condemnation. Mun, however, opposed 
restrictions on the melting-down of coin into plate on the ground 
that gold and silver were more apt to be carried out of the king- 
dom in payment of purchases of foreign goods if in the form of 
coin than if kept in the form of plate.*** A sixteenth-century writ- 
er condoned the use of bullion for plate, because it resulted in the 
formation of a sort of secondary national reserve for emergencies, 
upon which the king, in case of a great war, could draw “without 
any grouching of the Commons.”*** The same argument is to be 
found occasionally in the later literature, and is made by Briscoe 
to serve as a defense of private hoards. Hoarded treasure, bul- 
lion and coin, is part of the “capital stock of national treasure” 
and can be drawn upon in a national emergency. Private hoard- 
ing is as good as having treasure stored by the king.*® 

Toward the end of the seventeenth century there appeared a 
new doctrine of the existence of a “due proportion” between 
money and goods, and therefore of the possibility of excess of 
money as far as trade needs were concerned. The quantity the- 
ory of money also tended to lead to the conclusion that an in- 
crease in the amount of money by increasing prices would reduce 
exports and thus eventually be lost to the country. Writers who 
on “due proportions of money to trade” or on quantity-theory 
grounds conceded that there was under any given set of circum- 
stances a maximum amount of money which could be kept in cir- 
culation, and who still attached special importance to the pre- 
cious metals, were likely to approve of turning the money into 
plate or of its hoarding as a means either of stimulating the fur- 


withdrawn from trade. Child had made a similar criticism of banks some years 
earlier: “. . . . And principally this seeming scarcity of money proceeds from the 
trade of bankering, which obstructs circulation "A Discourse About Trade 
(1690), Author’s Preface. 

™ Englands Treasure [1664], Ashley ed., p. 28. 

™ “Polices to Reduce this Realme” [1549], 7-E£.D., III, 323-24. 

 [J. Briscoe], A Discourse Of Money (1696), pp. 27-29. Cf. also Henry Rob- 
inson, Englands Safety in Trades Encrease (1641), p. 9. 
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ther import of bullion or of checking an outflow. It was doubtless 
such reasoning which led John Houghton to the conclusion that 
“if the King should hoard up so much money, it would for the 
present make it dearer, that dearness would make it be brought 
in more plentifully, and that would make it more plentiful than 
it was before.’"** Petty wrote: “For there may be as well too 
much money in a country, as too little. I mean, as to the best ad- 
vantage of its trade; only the remedy is very easy, it may be soon 
turned into the magnificence of gold and silver vessels.’”*’ 

On similar grounds another writer would tolerate the increased 
use of plate if there was more money than was necessary to carry 
on trade and “defray the expense of living,’”** and Vanderlint, 
who accepted the quantity theory and wanted low prices but at 
the same time wanted a favorable balance of trade payable in 
specie, recommended as a means of attaining these apparently 
conflicting objectives, that the private hoarding of gold and silver 
and their use in plate, and even in gold and silver cloth and gild- 
ing, be encouraged. He cited with approval the practice of the 
East Indians of hoarding the silver they receive, with the result 
that prices remained low there, exports continued to exceed im- 
ports, and the balance was paid in still more silver.*** Harris 
presents a similar solution of the same dilemma. If the inflow of 
bullion resulting from a favorable balance of trade is kept 
as a dead stock, either by turning it into plate or by any other method, so as 
to prevent its getting into trade as money; it may continue to go on increas- 
ing in more bullion, which in this case will be a real increase of wealth 
Let an increased stock of bullion get out again into trade, and it will soon 
turn the balance the other way.*®° 


But gold and silver can be best stored up in the form of plate: 


But people in general will not hoard up cash; all like to display their 
wealth, and to lay out their superfluities in some costly things. There seems 


™ 4 Collection Of Letters For the Improvement of Husbandry & Trade (1681- 
83), Il, 115. 

“The Political Anatomy of Ireland” [1691], Economic Writings, Hull ed., 
I, 193. 

™ The Circumstances Of Scotland Consider’d (1705), p. 9. 

™ Money answers all Things [1734], Hollander ed., pp. 94 ff. 

[Joseph Harris] An Essay Upon Money and Coins, Part I (1757), p. 89. 





298 JACOB VINER 


then no metkod so effectual for the securing of a dead stock of treasure in 
any country, as the encouraging the use of plate, by making it fashionable, 
preferable to more brittle or more perishable commodities. Plate would be 
a national resource in case of emergency and not the less so, because the pre- 
cious metals had not as yet received the shape of coins.*** 


Henry Home accepted so whole-heartedly the lesson of the 
quantity theory of money that he looked upon an export surplus 
alike with an import surplus as dangerous to the country. The 
latter meant an outward drain of money, with a consequent fall 
of prices and stoppage of industry. The former meant an influx 
of specie, extravagance, rise in prices, and finally a fall in exports, 
rise in imports, an unfavorable balance again, and a recurrence 
of the drain of specie. What was to be desired was an even bal- 
ance. Therefore, “let the registers of foreign mints be carefully 
watched, in order that our current coin may not exceed that of 
our industrious neighbors.” But it was not the quantity of gold 
and silver in a country that determined the price level, but the 
quantity of money in circulation. Still retaining some traces of 
the mercantilist attachment for the precious metals, he therefore 
advocated the conversion of money into plate and even, under 
favorable circumstances, the formation of a state treasure.*** 


V. EMPLOYMENT AND THE BALANCE OF TRADE 


The mercantilist arguments for a favorable balance of trade so 
far considered all rest upon the desirability of more bullion. 
But there was one mercantilist argument which was not depend- 
ent upon the attachment of superior economic importance to the 
precious metals than to other commodities of equal exchange val- 
ue, namely, the “employment” argument. Exports were the 
product of English labor whereas imports, especially if they con- 
sisted of finished products and of commodities competitive with 
home products, displaced English labor. The greater the exports 
and the smaller the imports, the greater, therefore, was the em- 
ployment of English labor. This argument was not, as is some- 
times supposed, of late seventeenth-century origin. It is to be 


™ Ibid., pp. 99, 100. 


™ Sketches of the History of Man [1774], 2d ed., I, 146 ff. See also Postle- 
thwayt, Great-Britain’s True System (1757), Pp. 357. 
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found in the very earliest mercantilist writings,*“ and it persists 
without break throughout the literature of the seventeenth and 
eighteenth centuries. It is not even clear that it was more empha- 
sized in the eighteenth- than in the seventeenth-century mercan- 
tilist literature, and it could even be argued that the sixteenth- 
century writers stressed it most of all. Of all the mercantilist 
reasoning, it withstood criticism most successfully, and persisted 
into the nineteenth and twentieth centuries as an important ele- 
ment in the protectionist doctrine. 

The stress on employment led to an appraisal of exports not 
merely in terms of their value, or of their value relative to im- 
ports, but in terms of the amount of labor they represented. Ex- 
ports of manufactured articles were rated more highly than ex- 
ports to the same value of raw materials, because the former 
embodied a larger proportion of labor. The stress on employ- 
ment sometimes took the form of measuring the gain from trade 
by the exports alone, and in a few cases the argument even went 
to the extreme of recommending production of goods simply to 
employ labor, even though the product of their labor were burnt 


upon their completion.’ In the case of a few later writers, the 
employment argument gave rise to a new balance-of-trade con- 
cept, in which the amounts weighed against each other were not 
the values respectively of the exports and the imports, but the 
respective amounts of labor or employment they represented, i.e., 
the “balance of labor” or the “balance of employment.” Barbon 
seems to have been the first to come close to this concept. The 


 E.g., “Hall’s Chronicle” [1517], 7.£.D., 1, 83; [Starkey] England in the reign 
of King Henry the Eighth (ca. 1538], 1878 reprint, p. 94; “How the Comen Peo- 
ple may be set to worke” [ca. 1530], Pauli ed., op. cit., p. 56; “How to reforme the 
Realme” [ca. 1535], ibid., p. 76; “Polices to Reduce this Realme of England” 
[1549], 7-E.D., Ill, 333; [John Hales], A Discourse Of The Common Weal (1581), 
Miss Lamond ed., pp. 63 ff.; Malynes, Treatise of the Canker [1601], T.£.D., Ill, 
399; Misselden, The Circle of Commerce (1623), p. 34. Mun is one of the few 
early writers who dealt with trade matters extensively who makes no use of the 
employment argument. Reliance upon Mun as adequately representative of the 
earlier literature may have been responsible for the conclusion that the argument 
first appeared in the later period. 

™ Petty, Treatise of Taxes [1662], in Economic Writings, Hull ed., I, 60; 
(Sheridan], A Discourse on the Rise and Power of Parliaments [1677], Bannister 
ed., p. 200; Taxes no Charge (1690), p. 16. 
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measure of benefit from different exports is the amount of em- 
ployment they had givea to English labor, and, similarly, the 
measure of benefit from imports is the amount of employment to 
which they will give rise in their further manufacture. His em- 
ployment test leads him at times to liberal conclusions. Imports 
of raw silk are more profitable than imports of gold and silver, 
because more hands are employed in the manufacture of the first 
than in working the latter. If woolen goods are exported for 
Westphalian bacon and then the import of the latter is prohib- 
ited, England would lose even if the consumption of English 
bacon increased, because woolen cloth employs more hands in 
its production than does bacon.** 

Tucker stated the argument somewhat differently. The bal- 
ance of trade for country A is the excess of the number of labor- 
ers working up manufactures for country B in A as compared to 
the number of laborers working up manufactures for A in B: 

. . . « When two countries are exchanging their produce or manufactures 
with each other, that nation which has the greatest number employed in this 
reciprocal trade, is said to receive a balance from the other; because the price 
of the overplus labor must be paid in gold and silver This is the 
clearest and justest method of determining the balance between nation and 
nation: for though a difference in the value of the respective commodities 
may make some difference in the sum actually paid to balance accounts, yet 
the general principle, that labor (not money) is the riches of a people, will 
always prove, that the advantage is on the side of that nation which has most 
hands employed in labor.*®¢ 


A closely similar doctrine is presented also by Harris and 
Steuart :** 


. . . . Anation that pays ultimately upon its trade a balance in bullion, is 
a loser of so much of its dead stock; and a loser also, if its exports main- 


** 4 Discourse of Trade [1690], Hollander reprint, »p. 23, 37; A Discourse 
Concerning Coining the New Money lighter (1696), pp. ,o-51. 

Josiah Tucker, A Brief Essay On The Advantages and Disadvantages Which 
respectively attend France and Great Britain, With Regard to Trade [3d ed. 1753], 
McCulloch ed., Select Collection Of Tracts On Commerce, p. 315. This passage 
first appeared in the third edition. See also Tucker, Reflections on the Expediency 
of a Law for the Naturalization of Foreign Protestants (1751), Part II, p. 21. 


** Cf. also Political Essays Concerning The Present State Of The British Em- 
pire (1772), P. §33- 
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tained fewer of its own inhabitants, than its imports did of those of foreign 
nations.?®* 

In all trade, two things are to be considered in the commodity sold. The 
first is the matter; the second is the labor employed to render this matter 
useful. The matter exported from a country is what the country loses; the 
price of the labor exported is what it gains. If the value of the matter im- 
ported be greater than the value of what is exported, the country gains. If a 
greater value of labor be imported, than exported, the country loses. Why? 
Because in the first case, strangers must have paid, in matter, the surplus of 
labor exported; and in the second case, because the country must have paid 
to strangers, in matter, the surplus of labor imported. It is therefore a gen- 
eral maxim, to discourage the importation of work, and to encourage the 
exportation of it.®® 


Apparently both Tucker and Steuart would compare the 
amount of English labor represented by the exports with the 
amount of foreign labor embodied in the imports in computing 
the English “balance of labor,” which would result in the balance 
being regarded as more favorable the greater the relative wages 
earned by foreign as compared to domestic labor and the lower 
the comparative efficiency of English labor. Although they both 
stress employment, this “balance-of-labor” argument should be 


distinguished from the earlier argument that an excess of the 
value of exports over the value of imports results in an inflow of 
bullion, which increases trade and therefore employment.*”° In 
the “balance-of-labor” argument it is the direct effect of the ex- 
ports and imports on employment which is stressed, and not the 
indirect effect consequent upon the inflow or outflow of specie. 
Jacos VINER 


UNIVERSITY OF CHICAGO 


[To be concluded] 


** [Joseph Harris], An Essay Upon Money and Coins, Part I (1757), p. 89. 
See also p. 24. as 

Sir James Steuart, Principles of Political Giconomy [1767], in Works, II, 2. 

*° Cf. Malynes, Treatise of the Canker [1601], T.E.D., Ill, 399: “. . . . The 
more ready money, either in specie or by exchange, that our merchants should 
make their return by, the more employment would they make upon our home 
commodities, advancing the price thereof, which price would augment the quantity 
by setting more people on work.” See also Misselden, The Circle of Commerce 
(1623), p. 35. 5 





WHAT’S WRONG WITH COLLEGE TEACHING 
IN THE SOCIAL SCIENCES? 


HEN the candid teacher of any of the social sciences 

takes time from his classroom routine of assignments, 

lectures, discussions, quizzes, and examinations, the 
campus round of committees, faculty meetings, conferences, and 
what not, and the claims of his research projects, if any, to con- 
template the achievements of the fellows of his craft in terms of 
their influence upon the public thought and action of his day, he 
usually suffers a deflation of spirit mingled at times perhaps with 
a pang of envy at the obviously greater influence of his colleagues 
in the natural sciences. He may possibly comfort himself with 
the thought that, after all, history covered a considerable stretch 
from Roger Bacon to the nineteenth century, that his own science 
is, in its modern dress at least, much younger than any of the 
major natural sciences, and that the future may yet be his. If he 
carries his contemplation a bit farther, however, as at times he 
surely will, he will begin to wonder how much the lack of ac- 
curacy in his results, and the difficulty of utilizing scientific tech- 
nique, as compared with the results and technique of the natural 
sciences, have to do with the failure of himself and his colleagues 
in allied social sciences to exert a more appreciable influence 
upon the lives of his fellow-men. If he pursues his reflection still 
farther he will perhaps begin to reason about as follows: 

The social sciences carry in their designation the implication 
that they are a part of the great body of organized, factual knowl- 
edge known as science. If the implication is justified, they should 
presumably partake of the essential characteristics common to 
all science. That is, they should be primarily factual in content, 
dealing with observable phenomena. Their basic method should 
be that of observation, carefully controlled as to scope whenever 
possible, their object the classification, organization, and syn- 
thesis of facts; and progress in them must presumably be made 
through frequent, if not continuous, contact with observable 
phenomena by persons trained to this type of work, who have 
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opportunity for the repetition of earlier observations, the under- 
taking of new observations of both familiar and unfamiliar phe- 
nomena, the testing of findings previously made by themselves 
or others, and the analysis and resynthesis of phenomena, and 
who have available for their use all the necessary instruments of 
precision human ingenuity can provide. 

These are, at any rate, the distinguishing marks of science and 
scientific endeavor in other fields. The mere enumeration of 
them will produce some hesitation in the minds of thoughtful so- 
cial scientists as to the extent to which their subjects and their 
efforts meet this description. If we are to claim scientific stand- 
ing for our labors, and exert the influence upon thought and life 
that our civilization accords to science, it is necessary to raise 
again a question not new to experienced workers in the several 
fields of social science: Are we doing the bulk of our work in a 
manner sufficiently close in method, spirit, and results to that of 
other sciences so that it could be approved by a hardened man of 
science from any other field? I shall anticipate the answer by 
suggesting that we are not, but are prevented by circumstances 
that have been, down to the present, beyond our control. What 
these are and how they may be controlled in the future I hope to 
indicate in the paragraphs that follow. 

The scientific weakness of the social sciences becomes partic- 
ularly apparent and peculiarly vital in our teaching in institu- 
tions of higher learning. In the natural sciences it is taken for 
granted that college teaching cannot properly be undertaken ex- 
cept by persons who are not only familiar with scientific proce- 
dure and have had adequate training in it in the subject being 
taught, but who are also able to continue contact with the mate- 
rials of their subject in laboratory, observatory, or the field of 
nature out of doors. This is axiomatic in the fields of natural 
science. It is time to ask whether it is not true also in those of the 
social sciences. 

It is further taken for granted in scientific teaching outside the 
social sciences that good teaching involves the bringing of the 
student into direct contact with scientific method in laboratory, 
observatory, or nature out of doors. Is it not time to inquire 
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whether, in the absence of such contacts for students in the social 
sciences, satisfactory teaching from the scientific viewpoint can 
be possible, and whether it is not absolutely essential to find for 
the social science departments in institutions of higher learning 
opportunities for scientific study analogous to those provided for 
the natural sciences? 

Both the spirit of science and skill in the method of science 
show a tendency to languish in the absence of contact with the 
materials under study. In this light let us examine the teaching 
of social science in American institutions of higher learning. Are 
our teachers of social science fully alive to the spirit of science, 
in touch with the facts in their fields, using continually the meth- 
od of science in their own work? 

For the great universities a fairly favorable answer can be 
given. Advanced courses are likely to be found in the hands of 
men who teach light schedules, who spend some time at least in 
more or less active research in the midst of the facts with which 
they deal, and who may at times combine research with the prac- 
tical application of scientific principles in an advisory capacity to 
business or government. Research and advisory functions may 
eat up the time and energy required for teaching, and the class- 
room may suffer in consequence, but at least the requirements of 
science are likely to be met with a fair degree of success within 
the scientific limitations of the several social science fields. Intro- 
ductory courses, too, nearly everywhere given over to the minis- 
trations of beginners in the art of teaching, usually have in the 
universities the backing either of an active pursuit of scientific 
fact and procedure for the acquisition of a Ph.D., or of a very 
recent contact with fact and effort of this nature. The novitiate 
to college-teaching is not likely to be a very effective teacher. He 
is quite likely to know his thesis subject well, the courses he es- 
says to teach less well, and teaching as an art not at all, but at 
least he is or has recently been in direct contact with scientific 
procedure and the facts that make up the data of at least a small 
part of his teaching field. In the smaller colleges, however, the 
situation is usually very different. 

No one supposes that natural scientists can possibly carry on 
their labors in the absence of scientific equipment or that college 
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teachers of natural science can perform their duties without con- 
tinuous contact with the facts that make up the groundwork of 
their respective fields. Yet it is everywhere expected of the col- 
lege social scientist that he will do his work chiefly in the isola- 
tion of his study and the college library without contamination 
by, or at best with only infrequent contacts with, the throbbing 
mass of social facts that make up the world around him. His 
knowledge must be gained chiefly from books, reports, articles, 
and other publications put forth by those who have the factual 
contacts he lacks, and who may or may not be as well trained as 
he in the discriminating observation of phenomena necessary for 
the accurate recording of facts. Social philosophy may conceiv- 
ably thrive upon the campus under such circumstances but social 
science never. Science demands exactly the thing the college 
removes from the teacher of social science, whether economist, 
political scientist, or sociologist—the continuous and direct per- 
sonal contact with the phenomena under study which the labora- 
tory scientist finds in his laboratory, and without which scientific 
work in the fullest sense of the term becomes impossible. The 
college social scientist may be a scholar of the finest type—many 
of them are—but he is nevertheless powerless to beat down the 
campus walls that shut him off from the living data he must deal 
with unless he is fortunate enough either to possess an independ- 
ent income which will free him to do as he wishes in the summer 
and to take frequent leaves of absence without pay, or has some 
peculiar specialty for which there is a market value not too far 
distant from the campus. Consider once more by comparison the 
case of his natural science colleagues. 

Granting that the primary purpose of the college as distinct 
from the university is the teaching of youth rather than the fos- 
tering of scientific research, it is everywhere agreed that, in the 
fields of the natural sciences at least, some degree of activity of the 
latter type is essential to the successful pursuit of the primary 
aim. Why else do we supply teachers of the natural sciences with 
special equipment and even with private laboratories? It is also 
taken for granted, and apparently firmly established by experi- 
ence, that students in the natural sciences must be taught to un- 
derstand the processes of science and to experience directly the 
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use of scientific technique in the discovery and interpretation of 
facts hitherto unknown to them, however familiar they may be to 
their instructors. To accomplish this end every college of good 
standing spends some thousands of dollars annually on the equip- 
ment, supervision, care, and proper operation of classroom labo- 
ratories. 

To fulfil yet more fully their function as teachers of youth the 
best colleges make provision in addition for special experimental 
work for a few gifted students who are provided with all the sci- 
entific laboratory experience they can assimilate in preparation 
for further work in the great university or industrial laboratories 
to which they are sent for the completion of their training. For 
the chemist and physicist, for example, the phenomena under 
study are in a very real sense brought into the classroom. In the 
laboratory not only students but their instructors as well perform 
their work in the presence of the phenomena they talk about in 
classroom sessions. The facts themselves offer a continual check 
upon the statement of both teacher and student, and the work of 
both proceeds upon a solid basis of data observable and ob- 
served by all concerned. Similarly the astronomer has his ob- 
servatory, the geologist his museum of specimens and established 
arrangements for class visits to significant spots in which nature 
displays herself for all who know how to see. 

The tremendous effect of this careful, though expensive, edu- 
cation in the sciences upon the whole course of modern life need 
not be discussed here. It has given a definite bent to our entire 
civilization. It should also be unnecessary to discuss the all too 
conspicuous lack of influence on the part of the social sciences 
in the handling of vital problems of great social significance. It 
would doubtless be an overstatement to say that the only cause 
of the difference in actual functional importance can be found in 
the respective success and failure of the two groups of studies to 
develop a satisfactory educational technique, for it is not to edu- 
cation in science alone that the world of natural science owes its 
influence. Much is due to the sheer weight of research pressing 
in upon the public mind. But it is not too much to say that, with- 
out educational facilities for the technical training of young men 
and women to carry on and extend the work of those who pre- 
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ceded them, the natural sciences could neither have made the 
rapid progress which has characterized the last century nor have 
gained the influence upon our everyday modes of thought which 
is theirs. The mass of scientific research itself is the result of the 
careful training of numbers in the method and technique of the 
sciences. 

In the social sciences there is no lack of numbers. In most col- 
leges the courses offered in this section of the curriculum are over- 
rather than undercrowded. The difficulty lies in the essentially 
non-scientific, if not unscientific, modes of procedure in their 
teaching. Neither teacher nor student comes to actual grips with 
the phenomena under study. 

The laboratory of the social scientist is the society in the midst 
of which he and his students live. Perhaps it would be more near- 
ly correct to say that it is the society in which they were accus- 
tomed to live before they were immolated within the narrowly 
restricted society of the college campus. Teacher and student 
may read about and discuss the nature of modern labor problems, 
for example, but neither is likely to have any real contact with 
them nor much knowledge of either laborers or employers of 
labor except for some isolated specimens. There is no first-hand 
acquaintance with the material under study except for the occa- 
sional student who may have come into college fresh from an in- 
dustrial experience. They may discuss the functions of govern- 
ment in the control of industry, but they have no part in them; 
most students have never seen a government bureau of any kind 
at work, or had occasion to subject the work of any bureau to any 
scientific test, and experience with government officials is likely 
to be bounded, on the one side, by the traffic policeman and, on 
the other, by the political candidate who happens at the time to 
be running for office. They have much second-hand information 
available, to be sure, the findings of Professor So-and-So or of 
such-and-such a commission, together with articles and books by 
persons who perhaps do know something about the subject of 
discussion at first hand. They have the decidedly non-scientific 
daily press and the weekly, monthly, and quarterly journals, 
technical and otherwise, to fall back upon for information con- 
cerning recent events. But they do not live with their data. They 
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do not see the events of the economic, political, and broadly social 
world happening. They do not and cannot, under present condi- 
tions, observe the life of society for themselves in any important 
functional aspect. In consequence both teacher and class go out 
from most classroom sessions as they entered them, full perhaps 
of booklore but empty of real knowledge of the things whereof 
they have been speaking. 

The world outside is aware of this state of affairs. It knows 
the professors are out of touch with the facts and does not weigh 
their words very heavily in consequence. The student body 
knows it also and wonders just how much that comes from across 
the desk to them is really able to stand the strong light of affairs- 
as-they-are in the world outside the campus. And so, in the fields 
of social science, the influence of the scientist grows but slowly, 
in part at least because, if we are willing to admit the whole truth, 
the college social scientist usually ceases to function as a scientist 
when he moves his books and his person to the campus and be- 
comes instead only an interpreter of other people’s scientific 
work, at best something of a prophet of the social kingdom, with 
plenty of opportunity to reflect that, contrary to the familiar 
proverb, prophets are usually without honor not only in their 
own country but in all others also. 

I do not wish to speak derogatorily of the field and the profes- 
sion to which I have given my own life. Indeed, it is a funda- 
mental contention of these pages that the situation described is 
not the fault of the professor but of the institutions and the edu- 
cational system to which he has attached himself. What college 
teachers of the social sciences lack most is not scholarship but 
opportunity. The improvement both of scholarship and of teach- 
ing hinges upon the provision of opportunities for teacher and 
student alike upon a level equivalent to that provided for the 
natural scientists in their laboratories and field excursions. 

To face once more a situation that is inevitable so long as pres- 
ent conditions prevail, there are three major faults of scholarship 
that creep into social science teaching because of inadequate con- 
tact with the living facts of social life. The first is the utilization 
of obsolete data or antiquated deductive principles as if they 
were still valid, and the formation and teaching in consequence 
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of conclusions that are out of accord with the truth. The great 
majority of teachers of the social sciences in colleges of good 
standing have been well trained. Most of them have turned their 
hands to some scientific project in the past and have possessed 
originally a good factual foundation upon which to build. They 
knew the facts once. They know them now only at second hand. 

If it were possible to put into books, journals, statistical tables 
and charts, and similar informational material all that it is neces- 
sary to know to keep abreast of the times in a rapidly changing 
world the absence of physical contact with off-campus affairs 
would be less serious. Statistical data can perhaps be satisfac- 
torily assimilated in this way, but the content of the social sci- 
ences is not merely statistical in nature. It is possible to show by 
the use of statistics concerning specific phenomena the frequency 
with which they have appeared, their distribution in time and 
space, and the extent and apparent trend of any variations ob- 
servable in them. Utilized in this manner, statistical data are of 
great value to the understanding of social phenomena, and such 
service as they can render can probably be conveyed through the 
printed page. 

No amount of published statistical compilation, however, can 
of itself convey anything like complete understanding. The sci- 
entist seeking the cause-and-effect relationship between the va- 
rious sets of phenomena must look beyond the statistics for the 
factors that occasion the phenomena comprehended in them. Sta- 
tistics may indicate the probability of a causal connection, or of 
its absence, but they can do no more. Explanation must be sought 
in the midst of the phenomena themselves. Those who are cut off 
from contact with them can only apply to the statistical material 
that comes into their hands such principles of interpretation as 
they once found valid, without knowledge of the extent to which 
the human ideas, reactions, relations in a broad sense, that gave 
rise to them have altered in their nature and modified the rela- 
tive importance, if not the entire meaning, of the data. The teach- 
er who has his facts only at second hand is hopelessly at the 
mercy of his own early and fading, though perhaps once well- 
grounded, convictions. The chances are against an accurate 
judgment of present data, not because the teacher is not a scholar 
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but simply because of lack of recent information concerning cur- 
rents of social life that do not show in the statistics and are diffi- 
cult to explain to those who do not actually work in their midst. 

The use of non-statistical information without direct investi- 
gation, and indeed of some statistical work, subjects the teacher 
to a second major fault of scholarship in the social sciences, the 
unintentional acceptance of incomplete data as if they were com- 
plete, with the formation in consequence of judgments that are 
regarded as valid in general which are, in fact, valid only in par- 
ticular cases or not at all. This is a fault easily recognizable in 
the work of dilettantes in all the sciences. It is not peculiar to so- 
cial scientists. But there is this difference. The dilettante in a 
laboratory science can, if he will, discover the incompleteness of 
his data and correct it. The college social scientist, even though 
a thorough scholar by training and disposition, is usually too far 
removed from the facts to know whether or to what extent or in 
what direction his data are inadequate. He must form his con- 
clusions on the basis of what he can get at second hand, a prey to 
all the biases of those who prepare the material for him, a victim 
of every scientific fault of workers whose errors of observation 
or recording or judgment he is ordinarily without the means to 
correct. Science does not make progress in this way, nor is the 
teaching of science fostered by it. What occurs instead is the 
honest but mistaken propagation of part-truths and even actual 
untruth. 

It is possible to overstate the evil here. The trained and ex- 
perienced scholar in any of the social sciences learns to recog- 
nize certain common biases and to compensate for them in his 
interpretation of the material. He becomes accustomed also to 
watching for errors in logic and common faults in scientific and 
statistical procedure, but it is a poor defense of the present state 
of campus isolation to argue that one can learn by dint of much 
experience to overcome some of the obstacles it throws in the way 
of sound scholarship and good teaching. 

Worse than either of these is a fault that no social scientist who 
respects his fellow-workers likes to contemplate. It is the un- 
scientific spirit in which too many teachers handle the material 
they have available. Infrequent contact with the conflicting 
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masses of data common to most of the fields of social science not 
only leads to the retailing as truth of that which has ceased to be 
truth and the propagation of principles distorted because based 
on part-truth only, it conduces also to one-sidedness of a differ- 
ent and more serious nature, the more or less arbitrary selection 
for presentation of such recorded facts as seem to fit best with the 
teacher’s preconceived, perhaps once valid, notions, and the dis- 
carding of data that seem to conflict with them. 

Next to deliberate misstatement, this is the unpardonable sin 
among scientists, and the original sin, if there is one, among all 
workers in things intellectual. Nothing corrects bad habits in all 
these directions like a plunge into, and a struggle with, the maze 
of fact and fiction in one’s chosen field, from which one must 
emerge either with a conclusion arrived at only after examination 
of all the facts available or with a conviction that no conclusion is 
possible because the facts do not point with sufficient definiteness 
toward any one direction. Only such an experience reveals how 
great is the mass of fact to be mastered before a well-supported 
conclusion can be drawn upon most subjects, how many things 
are discoverable previously unknown to the investigator, and 
how absurd a preconceived arrangement of them can appear. 

It is possible to overstate the case here also. Most college 
teachers in the social sciences recognize the need for contacts 
such as have been described. Some seek factual experience of 
various types in the summer-vacation period, carrying on pre- 
viously interrupted research projects from summer to summer. 
A few, particularly economists who teach subjects closely allied 
to business, are able to make remunerative part-time contacts 
with business organizations during the college year, or are draft- 
ed into practical activities of the outside world for periods of a 
year or two. These are more often university men, however, for 
whom the need is frequently more easily met because of the pres- 
tige or location of the institutions which employ them, than 
teachers from the purely arts colleges. 

The need is not always recognized in the large urban universi- 
ties, nor often provided for, except for a few individuals who give 
their time largely to research, but in the arts colleges, situated in 
smaller cities and college towns, there are few significant oppor- 
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tunities available, and the college social scientist must make his 
contacts elsewhere during vacations and years of leave, if at all. 
Lacking funds for summer residence in larger cities where re- 
search opportunities might be found, lacking even income enough 
to keep very far ahead of the grocer, the landlord, and the coal 
man during the year, the arts college teacher usually substitutes 
summer teaching for summer research at every opportunity, and 
is fortunate if, when he secures the often postponed sabbatical 
year of leave, he can afford to use it for the rest, recreation, and 
unhurried research for which it is usually supposed to be granted. 

With college salaries and college teaching schedules at their 
present levels, it is not too much to say that unless and until the 
teachers of social science in American colleges are given time and 
opportunity, on salary and without great expense to themselves, 
to come frequently and repeatedly into direct contact with the 
economic, political, and social facts of the workaday world, their 
teaching will inevitably be characterized by some or all of the 
faults described and the progress of social science in all its 
branches to an important place in the conduct of life and the ad- 
vancement of civilization be immeasurably retarded, so far at 
least as the influence of the American college is concerned. 

What has been said of college teachers may be said of their 
students, whose thought habits, to the extent that students are 
affected by contact with their teachers, are likely to ape those of 
the teacher. They, too, need contacts with the world of fact dis- 
cussed in the classroom. 

Which group of students, for example, will better understand 
the nature of the diverse set of questions summed up under the 
caption “labor problems,” those who, in the quiet of the campus 
read various writers in this field, listen to and discuss the mate- 
rial of the course with an instructor who once, perhaps, had first- 
hand knowledge in the field, and who hear, if the college is willing 
to provide funds for it, occasional speakers from the outside 
world as their only means of contact, or, by contrast, those who, 
in addition to their reading and classroom lectures or discussion 
visit with their instructor industrial plants and department stores 
where workers and working conditions are more than letters on a 
printed page, who talk with employment managers, union leaders, 
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large employers, the local “American Plan” officials, who visit 
the public employment offices, a meeting of the central labor 
unions, another of the local employers’ or manufacturers’ asso- 
ciation? The answer will be painful to most college teachers in 
this subject. And which of the instructors concerned will serve 
his classes and his community better? Which classroom will con- 
tribute more, other things being equal, to the intelligent grap- 
pling with problems of labor and employment that the future 
must provide if we are to maintain a peaceful social evolution in 
a period of economic revolution? 

The story is the same when traced through every other living 
problem of our day. In the colleges in general the facts of modern 
life are too frequently treated as if they were only the completed 
chapters of so many textbooks. The facts do not live in the class- 
room. The instructors travel perforce on the doubtful validity of 
their own past but no longer living experience, or even on a purely 
vicarious and imaginary experience gained chiefly from the read- 
ing of books, magazines, and newspapers, while their students, 
who come to college too young to have acquired any accurate 
knowledge of the maze of social phenomena in the midst of which 
they have come to the closing years of adolescence, remain more 
or less unaware of the tremendous dynamic import of the forces 
they study and the extent of variation in types of data of which 
they can find in their reading at best only a few. They, too, suffer 
from campus isolation, acquire only “book learning” that often 
appears to them unreal, or if it seems to have reality at the time, 
fades later in the unguided contacts of adult life with facts be- 
wilderingly more complex than those they studied in college. 

It is a question worth raising whether the reason laymen with- 
out formal professional training frequently become social sci- 
entists of considerable ability, while the untrained are seldom 
able to reach corresponding heights in the natural sciences, is not 
the fact that those who pass through the existing formal educa- 
tion in the former fields are able to carry away so little that lasts 
that an able layman can overtake them without too great diffi- 
culty. We are not teaching social science in our colleges—or are 
teaching too little of it. Rather we are loading the curriculum 
with courses that are, in fact, more properly classified as social 
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philosophy, social ethics, and the methodology of science. These 
are worth teaching—the efforts put into them are not wasted— 
but most of them are poor substitutes nevertheless for the thor- 
ough scientific experience the student ought to receive along with 
his social philosophy and ethics. 

In this connection the universities are not without blame. They 
are the principal trainers of the young doctors of philosophy 
from whose ranks are drawn the college teachers of the future. It 
has been suggested earlier in this discussion that university social 
science teaching is superior to that in the colleges. Without deny- 
ing the principle there laid down, that teaching in the universities 
is more likely to be done by men who are, or have been recently, 
in contact with the facts, it is nevertheless true that in the training 
of young prospective teachers too many of the graduate schools 
still give relatively little attention to actual factual study and re- 
quire of all candidates for graduate degrees, if not too much, at 
least too large a proportion of theoretical study. 

I have in mind particularly the graduate curriculum in eco- 
nomics in the ordinary university graduate school. I am not 
thinking of the graduate schools of business administration, 
whose faults do not usually include an overattention to theoreti- 
cal questions. In some of the best of these schools prospective 
teachers of economics, as distinct from business administration, 
still spend the bulk of their time, apart from that given to the 
writing of a dissertation, upon economic theory and its history, 
and upon the theoretical aspects of the more practical branches 
of economics. In most of them a mastery of value and distribu- 
tion theory is the shibboleth that determines whether they shall 
be permitted to cross the academic Jordan. Theory is likely to 
receive a maximum of attention in the dissertation also. If this 
magnum opus of the graduate student can be written in the field 
of value or distribution theory or its history, so much the better. 
The hopeful candidate who can undertake this task successfully 
may confidently expect the maximum of commendation and the 
highest of recommendation from his instructors and will almost 
certainly be put behind the teacher’s desk in some institution of 
high grade as a candidate especially well prepared, despite the 
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fact that he may never in his entire academic history have under- 
taken to wrestle at first hand with the multiplicity of complex 
data involved in any of our more important economic problems. 

There is something to be said for the extreme emphasis placed 
upon the theoretical content of the subject. The graduate courses 
in theory aré a training-ground for rigorous, logical thinking. 
They are intended also to provide a philosophical outlook upon 
the whole range of subject matter included in the candidate’s 
major department. They furnish the best possible groundwork 
for later scientific investigation, but they do not in themselves 
provide the very necessary training in the handling of diverse, 
complex, and often conflicting factual material to which the so- 
cial scientist who hopes to do scientific work in his field must de- 
vote his energy for the rest of his life. This is the most serious 
indictment that can be brought against the graduate schools, and 
it is serious enough to warrant immediate attention and correc- 
tion. If it is true that young teachers are being sent out as com- 
petent and fully trained, led to believe themselves that they are 
to be classed as persons of scientific training, who have, in fact, 
had no serious training of the sort described, there are few worse 
crimes against the progress of learning which the graduate schools 
could commit. The story is the same as that of the older college 
teacher and the undergraduate student, the necessity for direct 
and frequent contact with the actual data under study. 

The situation described is in process of modification to some 
extent through the establishment of an increasing number of re- 
search bureaus in all the main fields of social science, and the 
apparently increasing number of endowed or specially supported 
travel and other research fellowships. By obtaining employment 
with one of the bureaus or pushing successfully a claim to fellow- 
ship aid, the young social scientist may supplement his univer- 
sity graduate-training with a genuine scientific experience. At 
best, however, only a few young teachers can be cared for in 
either of these ways, and the graduate schools must still face the 
necessity of providing for most of those who pass through their 
doors the only training they can hope to secure before they enter 
upon a teacher’s career. The essential weakness of college-teach- 
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ing in economics and other social science fields becomes mean- 
while increasingly obvious, increasingly significant in its effects, 
or lack of effects, upon our civilization, and will become increas- 
ingly insistent as a major cultural problem until social science 
teachers and the facts of social life are brought together into con- 
stant association, and only those are allowed to teach in these 
fields who have had a reasonable experience in direct study of the 
type suggested. It is as foolish to hire teachers of economics, for 
instance, who know their subject only from books as to engage 
physicists who have seldom seen a laboratory, or teachers of Ger- 
man literature who know little of German life, thought, or his- 
tory. Yet college presidents and deans who would shudder at 
thought of the latter cheerfully undertake the former, perhaps 
in part because they ordinarily have little in the way of alterna- 
tives, but certainly as much because apparently none of them has 
ever entertained the notion, none too fully realized by social sci- 
entists themselves, that the social sciences require for their suc- 
cessful scientific prosecution as much of time, effort, and expense 
—and possibly more of each of these—as the natural sciences. 
The college world has grown accustomed to large expenditures 
for laboratory space, equipment, care, and supplies in the latter 
fields. How much more time must elapse before it will set out to 
establish similarly the practical needs of economics, political sci- 
ence, and sociology? 

The question is one that must be faced first by social scientists 
themselves. It is necessary to work out a technique of contacts 
for both teachers and students which will have practical feasibil- 
ity as a regular part of a college program. When this has been 
accomplished the next step will be to carry on individually and 
through the several professional organizations an unceasing cam- 
paign for the introduction of the necessary contact programs 
wherever their establishment seems most probable until the be- 
ginning, made at points of least resistance, is copied elsewhere, 
and the spending of institutional funds in this way comes to be 
regarded as essential to high-grade work. 

Harvey A. WoosTER 
OBERLIN COLLEGE 





FRENCH SYNDICALISM OF THE PRESENT 
[) x= the week of September 15-21, 1929, both 


French general confederations of labor (La Confédéra- 

tion Générale du Travail and La Confédération Gén- 
érale du Travail Unitaire) met in congress in Paris.’ It has been 
customary, since the division within the French syndicalist move- 
ment, for the two central syndicalist organizations to hold their 
biennial congresses at the same time and in the same city. The 
period of dual syndicalism in France has now endured for almost 
eight years.” During that time a thoroughly destructive and re- 
criminatory warfare has been carried on by the two groups, the 
conservative or “reformist” syndicalists of the General Confed- 
eration of Labor, the revolutionary or “Communist” syndicalists 
of the General Confederation of United Labor. The congresses 
held in 1929 were the twentieth of the General Confederation of 
Labor, the fifth of the newer General Confederation of United 
Labor. And at present union of any kind between the two groups 
seems more improbable than it did in 1922 when the General 
Confederation of United Labor was formed. Dual working-class 
organization in France is, for the time being at least, an accepted 
fact. 

The reasons for the widening of the breach between the two 
groups of syndicalists are to be found primarily in the changes 
that have occurred within the syndicalist organizations them- 
selves. There have always been differences of opinion in syndi- 
calist circles, but until the war the conservative and the revolu- 
tionary elements within the General Confederation of Labor were 
able to work together with a certain degree of harmony. During 
and immediately following the war, however, differences became 
so irreconcilable that division in the movement resulted. Each 
organization accuses the other of having betrayed syndicalism. 

* The C.G.T. congress was held September 17-20; that of the C.G.T.U., Sep- 
tember 15-21. 

* A definite decision to form a new syndicalist organization was reached in De- 
cember, 1921, but the C.G.T.U. was not created until 1922. 
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The conservatives denounce the radicals for having subordinated 
syndicalism to the communist party, while the General Confed- 
eration of United Labor claims that the “reformists” have en- 
tered into relations with the employers and the government, con- 
trary to the doctrines which were for years recognized as peculiar 
to the French syndicalist movement. 

There is truth in these accusations. It is somewhat difficult to 
recognize in the General Confederation of Labor today the revo- 
lutionary syndicalist organization of before the war. In so far 
as the French labor movement is represented by that organiza- 
tion, it is no longer a movement devoted to class war by means of 
direct action. French industrial organization has undergone 
rapid and decided changes since the war, and the former type of 
syndicalist organization, poor, decentralized, depending upon 
spontaneous action, desirous of maintaining at all costs the revo- 
lutionary character of the movement, has proved inadequate in 
face of the concentration of capital and the organization of em- 
ployers which have taken place. A much more centralized type 
of syndicalist organization has developed, and today the General 
Confederation of Labor is to be found repudiating practically 
every early syndicalist doctrine and method of action, and ad- 
vocating and practicing those methods of action disdained by 
French syndicalists before the war. Theories have a much less 
important place in the syndicalism of today than in the early 
movement. The emphasis of organized French workingmen at 
present is upon practical and immediate ameliorations in the liv- 
ing and working conditions of the workingmen and working- 
women of France. This is true of the radical or “Communist” 
General Confederation of United Labor as well as of the more 
conservative General Confederation. 

To see the changes that have occurred in syndicalist thought 
and action it is only necessary to compare the syndicalism of the 
present day with that of the earlier years of syndicalist develop- 
ment, with regard to those beliefs and doctrines which were most 
characteristic of syndicalism. French syndicalism of before the 
war was a working-class movement devoted to class war by 
means of direct action. It affirmed that political action had no 
place in the struggle for the emancipation of the working class; 
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that that struggle must go on until the working class found itself 
in command of the instruments of production and until an indus- 
trial state, based upon the syndicat, had replaced the political 
state. 

At present, by the conservative syndicalists, the theory of class 
war is seldom mentioned. It has been largely replaced by a be- 
lief in the “general” interest of all classes. Jouhaux, before the 
last congress of the General Confederation of Labor, said that 
the class war exists, but is not in itself a revolutionary fact, and 
that it will disappear as changes are brought about in the struc- 
ture of society.* Even when the General Confederation of Labor 
repeats the former doctrine of class war, it is a doctrine from 
which all hint of violence has been shorn, and it bears little re- 
semblance to the earlier doctrine. 

Of those means of direct action by which the struggle between 
labor and capital was to be carried on, the strike (and particular- 
ly the general strike) was the most favored in the earlier period 
of syndicalism. Today the two syndicalist organizations have 
quite different attitudes toward strike action. The conservatives 
in the General Confederation of Labor bend their efforts to the 
prevention of strikes and the extension of collective agreements 
between syndicalist organizations and employers. They no long- 
er believe in the efficacy of the general strike, that “myth” about 
which Sorel and his followers wrote so convincingly. Even the 
industrial strike is regarded as a means of action to be used only 
as a last resort, after all other means have failed. The time has 
come, they believe, to ask if the strike and the lockout, “primitive 
methods of force and violence,” cannot be replaced by “methods 
of discussion and of struggle conforming to the conditions of 
modern life” such as compulsory recourse to conciliation and 
voluntary arbitration of labor disputes. Collective bargaining 
and the collective contract are the methods of action favored by 
the General Confederation today. 

The radicals, however, still indorse the theory of class war by 
means of direct action, and still have faith in the general strike 
as a powerful weapon in the hands of a well-organized working 
class. Within the past few years this group has made several un- 


* La voix du peuple, September, 1929, p. 640. 
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successful attempts to organize general strikes.‘ Even among the 
radical syndicalists, however, belief in the general strike is not as 
strong as it was. The attempted general strike of 1920, under 
radical leadership, was a complete failure. Distrust of the gen- 
eral strike was intensified by the outcome of the British gen- 
eral strike of 1926. The general strike is, nevertheless, a very 
definite part of the method of action advocated by the General 
Confederation of United Labor, while the industrial strike is 
looked upon as labor’s principal weapon, although one which 
must not in future be used as carelessly and as casually as it has 
been used in the past. The strike per se does not enjoy the sup- 
port it formerly commanded. Instructions for the management 
of strikes have been given by the central organization, and all 
strikes are subjected to a critical analysis in an attempt to avoid 
mistakes. All groups are advised that strikes should not be un- 
dertaken unless there is a reasonable assurance of success, and 
then such strikes should be carefully planned and carried out. 
The spontaneous, unplanned, casually executed strike of the past 
is not regarded with favor. All evidences of unrest and dissatis- 
faction on the part of the workers, whether organized or unor- 
ganized, are looked upon as possible occasions for strike action, 
if the workers can be rallied. 

With such an attitude toward strikes, it is natural that the 
General Confederation of United Labor is much opposed to con- 
ciliation and arbitration. It has launched a bitter attack against 
the conservative syndicalists for their support of compulsory 
conciliation. The General Confederation of Labor does not yet 
advocate compulsory arbitration, but if arbitration is desired by 
both parties to a labor dispute, the conservatives look upon such 
arbitration with favor. Belief in collective bargaining almost au- 
tomatically induces support of conciliation and arbitration.* It 
was in connection with a strike of the textile workers in Northern 
France, in 1928, that the General Confederation of Labor made 

*E.g., the attempted general strike of August 8, 1927, in favor of Sacco and 
Vanzetti, and that of August 1, 1929, equally unsuccessful, against imperialism and 
war. These strikes were largely under communist leadership (L’Humanité, August 
5, 1927, and August 2, 1929). 

* Conciliation, if successful, must end in a collective agreement (La voix du 
peuple (June, 1929], pp. 417-19). 
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definite demands upon the government for a law making concil- 
iation compulsory in all labor disputes. In the spring of 1929 
such a bill was passed by the Chamber of Deputies and referred 
to the Senate for approval. From this the General Confederation 
of Labor expects very happy results.* This bill was introduced 
earlier in the year by M. Loucheur, the minister of labor." The 
essential conditions of the act, as finally approved by the Cham- 
ber, are that meetings shall take place between the parties to a 
dispute both before and after a strike or lockout, and that the 
workers have the right to be represented at such meetings by 
their syndicalist officials. Not only radical syndicalists, but 
many employers as well, were much opposed to the action of the 
government, the latter because they believed such compulsory 
recourse to conciliation would increase labor disputes, and be- 
cause it would be necessary, under the law, for them to meet with 
and make agreements with revolutionary as well as with reform- 
ist syndicalists.* 

Despite radical syndicalist and communist agitation, strikes in 
recent years in France have been largely local movements, affect- 
ing relatively small numbers of workers. There has been none of 
the dependence upon strikes which was so great in the years im- 
mediately following the war. In 1927, for example, only about 
120,000 workers were reported by the Minister of Labor as hav- 
ing been on strike during the year, while for the first six months 
of 1928, 72,635 strikers were reported.’ Many of the strikes, 
however, have been prolonged ones, and a comparatively large 
number of days have been lost. 

One of the early syndicalist doctrines which has undergone de- 
cided change in recent years was that of active minorities. The 
syndicalists, while only a very small percentage of the working 

* Even though the bill was only a “modest beginning” it was hoped that the 
idea of peaceful settlement of labor disputes might be advanced (ibid., February, 
1929, Pp. 105). 

* The text of the bill as introduced by M. Loucheur is given in Industrial and 
Labour Information, April 1, 1929, pp. 12-13, while the amended bill is given in 
ibid., August 5, 1929, pp. 173-74. 

* There were, however, large groups of employers who upheld the action of the 
government as being both timely and desirable. 


* Bulletin du ministére du travail, April, May, June, 1928, pp. 153-55; July, 
August, September, 1928, p. 291. 
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class as a whole, were looked upon as the active members of the 
working class who would act as the leaders of the unorganized 
masses when the time came to declare the general strike which 
would place control of the means of production in the hands of 
the workers. It was more or less taken for granted that the mem- 
bership of the labor groups was shifting and unstable, rising rap- 
idly in time of strike and falling off with equal rapidity when the 
strike was ended. Couloir syndicats, through which the working- 
men came and went easily and rapidly, were looked upon as un- 
avoidable. Dues were low and little benefit work was undertaken. 
The syndicats of before the war were purely fighting organiza- 
tions. 

At present the attitude of both the general confederations of 
labor is changed with regard to membership and benefit features. 
Mass syndicalism is strongly desired by both groups, and every 
effort is being made to attract into the syndicats the millions of 
workers who have to the present remained outside the organized 
labor movement. Both radical and conservative syndicats, unions 
of syndicats, and federations are offering to their members aid in 
such forms as unemployment benefits, strike benefits, sickness 
benefits, libraries, professional courses of various kinds, summer 
vacation camps, recreation clubs, and medical and legal services. 
The General Confederation of United Labor has created a central 
National Solidarity Fund through which to carry on benefit work. 
At present membership in this fund is voluntary, but it is pro- 
posed to make such membership compulsory as soon as it is pos- 
sible to do so without alienating workingmen from the syndicats 
—as soon, in other words, as acceptance of the idea of mutual- 
benefit services can be sufficiently established among French 
workingmen. The “United” Federation of Typographical Work- 
ers has been a leader in benefit work. It was the first radical fed- 
eration to establish unemployment insurance funds, but such 
funds have now been established by a number of federations 
within the General Confederation of United Labor, and by a con- 
siderably larger number of groups within the General Confedera- 
tion of Labor. This attempt to establish syndicalism on the basis 
of mutual service is being popularized by the General Confed- 
eration of United Labor as syndicalisme a4 bases multiples. Syn- 
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dicalism should enter into every phase of the life of the working- 
men. 

The efforts of the two general confederations to attract the 
mass of French workingmen into the syndicats have not as yet 
been markedly successful. In 1929 the General Confederation of 
Labor claimed between 650,000 and 700,000 members, while the 
General Confederation of United Labor claimed about 525,000 
members. These figures are probably very generous, but mem- 
bership within the two central organizations has been slowly 
increasing since the division in the movement. It is possible that 
as benefit services become more general syndicalism will become 
a movement more nearly representative of the French working 
class as a whole. It is no longer feared, at any rate, that prosper- 
ous labor organizations will result in conservatism and in col- 
laboration with the employing class and the government, rather 
than in sustained and violent class struggle. 

While the attitude of syndicalism toward mutual-benefit serv- 
ices has changed, the attitude toward social insurance and labor 
laws of all kinds has likewise undergone a change. This is espe- 
cially true of the General Confederation of Labor. In April, 
1928, the French government, after years of consideration and 
discussion, passed a new social insurance law. Both groups of 
syndicalists expect to avail themselves of the provisions of this 
law, which becomes operative in 1930. The conservatives indorse 
the law almost whole-heartedly; the radicals oppose the law on 
principle, but are determined to benefit from it as fully as possi- 
ble. The General Confederation of United Labor urges its mem- 
bers to take advantage of the law but at the same time fight, 
from within, the principle of workers’ contribution. Since the 
passage of this law there has been much discussion by the gov- 
ernment of amending acts. It is proposed, for example, to place 
the funds which, under the original act, would be managed en- 
tirely by representatives of the workers, under the direction of 
representatives of both employers and workers. Both syndicalist 
groups fight such amendment, as undermining the principle of 
the original law, and removing the chief provision of interest to 
the workers, that of independent control of the primary funds.”° 

* La voix du peuple, April, 1929, pp. 263-64, 266, 269; Industrial and Labour 
Information, May 27, 1929, pp. 152, 279-82. 
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One of the most characteristic doctrines of syndicalism as it 
developed in the early years of the twentieth century was its in- 
dependence of political parties and its denial of the place of po- 
litical action in the labor struggle. Syndicalism asserted its con- 
cern with economic questions only, and claimed that political ac- 
tion had and could have no place within the movement. Despite 
these vigorous protests against all political action, syndicalism 
has always been more or less political in character, and increas- 
ingly so within recent years. During the war the General Con- 
federation of Labor, for the first time since the adoption of the 
declaration of syndicalist independence at Amiens in 1906, en- 
tered into co-operation with the socialist party and with the gov- 
ernment. In the parliamentary elections of 1924 and 1928 both 
syndicalist groups made every attempt to profit by the political 
situation. There have been suggestions that labor in France 
should form a party, or have at least a parliamentary committee 
to protect its interests. The failure of Parliament to pass labor 
laws and in various ways protect the workingman has been, many 
syndicalists claim, because syndicalism itself has forgotten that 
the syndicalist is also an elector. Within the past year there have 
been renewed suggestions within the conservative groups that 
the General Confederation of Labor should enter resolutely into 
the political struggle. It becomes increasingly obvious that the 
position of that Confederation as regards political action must in 
the near future be more clearly defined. There is talk of a min- 
isterial position for Jouhaux.* It was the opinion of the majori- 
ty of the conservative group that the General Confederation of 
Labor must not become a political party but, in the words of 
Jouhaux, that confederation and the syndicalist movement must 
not be considered as interested only in Labor. Rather, he claimed, 
“it is social.” 

The question of the relationship between syndicalism and po- 
litical parties is even more disturbing to the members of the Gen- 
eral Confederation of United Labor than to the conservative syn- 
dicalist groups. The radical confederation has been much more 
unequivocal than has the conservative organization in its deter- 
mination to make use of political parties. During the war years 


* La voix du peuple, September, 1929, p. 667. 
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the radical minority in the syndicalist groups declared that syn- 
dicalism must remain independent, and one of the principal de- 
mands made upon the majority at that time was that they should 
return to the independent syndicalism of before the war. But no 
sooner did the division in the socialist party in 1920 result in the 
formation of a French communist party than the radicals estab- 
lished close relations with that party. They declared their readi- 
ness to accept the aid of all other revolutionary forces, and since 
the formation of the General Confederation of United Labor the 
relations between that organization and the communists have 
been increasingly more intimate until in 1929 it was voted by the 
radical syndicalists that the communist party must and should 
play the directing réle in the labor movement and that the eco- 
nomic struggle must be “elevated” to a political level, with the 
political strike as the chief weapon against capitalism. The direc- 
tion of all revolutionary forces, the congress declared, must be 
placed in the hands of the “party.” It was primarily on this ques- 
tion that the minority and majority elements within the General 
Confederation of United Labor disagreed, as the minority, made 
up to a considerable extent of excluded communists, wished to 
preserve (or establish) the independence of syndicalism.** Such 
independence as is preserved by either group at the present time 
is largely technical. Syndicalism is interested in a shorter work- 
ing day, better wages, better working and living conditions 
through the extension and the enforcement of labor laws, hous- 
ing laws, social insurance, universal and compulsory education, 
etc. The “nebulous” theories of the past are given little consid- 
eration within either the radical or the conservative groups. 
Neither revolutionaries nor reformists any longer refuse amelio- 
rations within the bourgeois state, nor do they refuse to work 
with other groups to secure such ameliorations. The radical ton- 
federation, popularly known as the “Communist” General Con- 
federation of Labor, acts very largely upon suggestions and di- 
rections that emanate from the leaders of the Russian movement, 
through the French communists. 

The recent congresses of both groups showed the influence of 
the practical spirit that has taken possession of French syndi- 


™ La vie ouvriére, October 4, 11, 1929. 
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calism. The attention of the conservative groups was devoted 
largely to a consideration of practical labor problems, social and 
unemployment insurance, the collective contract, the place of 
women in modern economic life, the length of the working day, 
reorganization of the system of education, vacations with pay, 
social legislation and enforcement. Within the General Confed- 
eration of United Labor the never ending “battle of tendencies” 
was fought during a large part of the time the congress was in ses- 
sion.** Aside from the question of the orientation of the move- 
ment and its relation to the communist party, however, the ques- 
tions considered did not differ materially from those presented 
before the congress of the conservative groups. For while the rad- 
icals still indorse class war by means of direct action, in practice 
they are as eager as are the conservatives to give the workingmen 
practical, day-to-day benefits. 

One question, that of rationalization, has received much at- 
tention from all groups of syndicalists within recent years. The 
General Confederation of Labor indorses rationalization, taking 
care, however, to point out that such rationalization must be 
more than a mere technical reorganization of industry and must 
result in higher wages and a larger consuming power for the 
workers, and in improved working and living conditions for all. 
The radical syndicalists make opposition to rationalization one 
of the bases of their entire program. They claim that it will cre- 
ate an aristocracy of labor, high salaries for the few, unemploy- 
ment for the many. They oppose the institution of piecework and 
the payment of bonuses to the better workers;** it will mean 
overproduction and another war for markets; it will sacrifice 
quality to quantity and cheapness of production; it will not add 
to the consuming power of the working class, but will bring only 
misery and forced labor. They point out the differences between 

* The minority within the General Confederation of United Labor consists of 
groups united in the Syndicalist League and in the Committee for the Independ- 
ence of Syndicalism. The majority in the congress of 1929 was seriously handi- 


capped in the debates by the fact that on the eve of the congress its leaders were 
arrested and detained (ibid., September 27, 1929). 


* Bulletin d’information sur application de révendications immédiates élaboré 
au congrés de Bordeaux, p. 6. 
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socialist rationalization, as practiced in Russia, and the proposed 
“capitalist” rationalization.** 

Concomitant with changes in syndicalist theory have been 
changes in the structure of the syndicalist organizations. Both 
general confederations of labor are of the opinion that a more or 
less thoroughgoing reorganization in structure is essential. The 
General Confederation of United Labor commenced such reor- 
ganization some time ago. They are basing their attempted reor- 
ganization on the Russian movement, and want to make the fac- 
tory the basis of the working-class movement. The factory 
committee is the instrument of reorganization. Their aim is to 
have only one syndicet per factory or per enterprise, instead of, 
as has been the case, four, five, or six in a single factory. Much 
of the independence of the syndicats is to be taken from them, 
and they are to form in reality only syndical sections of local and 
regional industrial syndicats, which in turn will be united in re- 
gional unions. The national federations will continue to unite all 
the workers in an industry. All reorganization has one primary 
object, namely, syndicalist centralization. 

The conservatives, while they have succeeded in bringing 
about a considerable degree of concentration and centralization 
in their movement, have not gone as far along this line as have 
the radicals. They are, however, dissatisfied with the present 
method of organization and propaganda and believe that the “ev- 
olution” taking place both within and without syndicalism makes 
modification and reorganization imperative.** It is to be expect- 
ed, therefore, that within the near future decided changes will 
be made in the structure of the General Confederation of Labor. 
What line such changes will follow it is difficult to say at the pres- 
ent time. When changes occur in theories and in aims, however, 
changes in structure are sure to follow. 


Marjorie RutH CLARK 
UNIVERSITY OF NEBRASKA 


“ For November 7, 1929, the General Confederation of United Labor planned 
demonstrations throughout France in celebration of the twelfth anniversary of the 
Russian Revolution. The chief order of the day was opposition to “capitalist” ra- 
tionalization (La vie ouvriére, November 1, 15, 1929). 


* La voix du peuple, September, 1929, p. 639. 
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N THESE words Professor Moore outlines the purpose of 
his book: “Synthetic Economics seeks a synthetic unifica- 
tion which transforms a plurality of discontinuous facts 

into a network of continuous relations.” The “discontinuous 
facts,” as he goes on to explain, are prices and quantities of com- 
modities and services. The transformation “into a network of 
continuous relations” is effected by an application of mathemati- 
cal reasoning and statistical method to these crude data, as a 
result of which “demand functions,” “supply functions,” and 
“production functions” are derived. Finally, these concrete func- 
tions are woven into a “network of continuous relations describ- 
ing the solidarity of exchange, production, capitalization, and 
distribution as a moving general equilibrium.” 

In less technical language the object is to bring together such 
concrete data as may be derived from tables of prices, output, and 
consumption, and to interpret them by means of mathematical 
expressions which will show their relations one to another. The 
plexus of economic relations having thus been reduced to order 
and understood, the hope is expressed that scientific forecasting 
and even control of economic phenomena may be brought within 
easy range. Indeed, if Professor Moore’s analysis is sound, eco- 
nomics itself is about to be transformed from a hypothetical to a 
natural science, that is, from a science whose aim is logical con- 
sistency with hypotheses to a science whose object is consistency 
with natural law. We may, perhaps, hope to foretell what the 
price of wheat will be in 1932 somewhat as we can now foretell 
what will be the hour of high tide in New York on a certain day 
of the same year. 

The prospect of a contribution to social progress so impor- 
tant, not to say revolutionary, calls for the most careful scrutiny 
of the mental processes by which it is reached. For such a scru- 
tiny the reader must, of course, go to the book itself. In the brief 
space of a review only the general course of the reasoning can be 

*Henry L. Moore, Synthetic Economics. New York: The Macmillan Co., 
1929. Pp. vii+186. 
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outlined, a few comments made, and a few questions raised. The 
most that can be hoped for is to awaken in readers a sufficient 
interest to give the book their critical attention. 

In the first place it may be said that the book is in logical se- 
quence with the work, first, of Cournot, and then of Walras, 
Pareto, and others of the School of Lausanne to whom the author 
makes frequent and grateful acknowledgment. It is also quite 
in line with the author’s previous contributions to economic 
thought, and may be regarded as the culmination of a process of 
reasoning running through such of his works as Economic Cy- 
cles: Their Law and Cause, Generating Economic Cycles, and 
various articles appearing in scientific journals. 

In the present work he is at some pains to trace the progress 
of thought from Cournot to his own final synthesis. He shows 
that Cournot developed mathematical economics to the point of 
devising formulas for the expression of economic laws, and that 
he recognized that a change in any one factor set up a repercus- 
sion, a trembling, so to speak, extending throughout the entire 
economic organism, and hence that a comprehensive treatment of 
any economic question must take cognizance of this interde- 
pendence of all the factors. He shows, furthermore, that Cournot 
believed that the only treatment leading to rational forecasting 
and control must be mathematical, but that Cournot despaired 
of arriving at a numerical solution which should take into account 
this repercussion. “It seems,” said Cournot, “as if for a complete 
solution it were indispensable to take the entire system into con- 
sideration . . . . but that this would surpass the powers of 
mathematical analysis and of practical methods of calculation, 
even if the values of all the constants could be assigned to them.” 

Walras, Pareto, and others of the School of Lausanne, build- 
ing on Cournot, went so far as to devise a method and nomen- 
clature for expressing the synthesis of economic relations in the 
form of simultaneous equations in which the variables were the 
prices of all economic goods and of the services of land, labor, 
and capital, and the solution of which would, therefore, open the 
way to forecasting and control. But Walras still based his con- 
clusions on the hypothesis of a static state and still remained in 
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the domain of pure theory, attempting no numerical solution of 
the equations which he had devised, and even deprecating such 
attempts. 

To pass from the domain of pure theory based on the hy- 
pothesis of a static state, to its statistical expression and solution 
in a dynamic society is the contribution to economic science at- 
tempted by Professor Moore in the volume under review. 

As has been noted, a change in any one of the variables, as, 
for example, a change in the output of wheat, tends to affect not 
only the price of wheat but also the price and output of all other 
commodities, which changes in turn react on the price and output 
of wheat. Any disturbance of an economic equilibrium, there- 
fore, fires a train of subsequent disturbances of gradually de- 
creasing amplitude extending, in theory at least, to the uttermost 
bounds of the economic system. Hence, if we would find the ef- 
fect of a change in the output of wheat upon its price, the problem 
is in reality to find the new equilibrium price resulting from this 
universal disturbance and readjustment. However, in order to 
lead the reader by easy stages to the more difficult refinements of 
his problem, Moore first assumes that the indirect effects are of 
minor consequence and hence that we may estimate the effect 
on the price of a commodity resulting from a change in the output 
of that commodity (or vice versa) without regard to the effect 
on the prices or outputs of other commodities. In technical lan- 
guage we will regard the price of each commodity as a function 
of a single variable, namely, its output; or the output as the func- 
tion of a single variable, namely, its price. In the following de- 
scription of method, “production” and “consumption” are as- 
sumed to be identical. 

To this end the first step is to ascertain the law of demand and 
the law of supply of the commodity under investigation. Profes- 
sor Moore makes use of the method of “trend ratios.’” In brief, 
price data and production data are each plotted as ordinates in 

* For a full explanation and defense of this method the reader is referred to 
Henry Schultz, Statistical Laws of Demand and Supply, pp. 32-33, 46-65. See 


also a review of this book by the present writer in the Journal of the American 
Statistical Association, June, 1929, pp. 207-15. 
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chronological succession and curves are fitted to the resulting 
scatter. These curves are supposed to represent, respectively, 
the secular trends of production and price, and corresponding 
points on the curves the “normal” production corresponding with 
the “normal” price for the year selected in making the compari- 
son. Departures of actual output and price from the normal are 
supposed to indicate the change in the quantity taken by buyers 
corresponding with a change in price at the time of the observa- 
tion, and hence, collectively, may be used as a basis for comput- 
ing the “law of demand.” The ratios of the observed prices to 
the normal prices and of the observed production to the normal 
production are then computed, and the trend ratios of production 
so obtained are correlated with the trend ratios of price. The con- 
fidence to be placed on the law of demand derived by this method 
is, as we shall see, dependent on the correlation: a high correla- 
tion indicates, it is held, that the data so handled will truly reveal 
the law of demand. 

To obtain the law of demand from the trend ratios, the pro- 
cedure is as follows: we start with the expression for the elastic- 
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ing to the conditions of our specific problem is obtained by fitting 
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the general curve to observed trend ratios by the method of least 
squares. We have (from the equation in logarithmic form) log p 


—a log D—log A=o, or, substituting trend ratios, log 5 om 
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from which equations the values of a and A can be computed and 
hence, substituting them in our original equation, the law of de- 
mand in ratio form will appear. By a simple transformation the 
result may be expressed in absolute form. 

More complex and, presumably, more trustworthy forms 
may be obtained in a similar manner by assuming the flexibility 
of price (¢) to be represented by a linear or a quadratic function. 

The law of supply is obtained in a similar manner. As the 
data are the same, it would appear that the result would be the 
same and that the law of supply would be identical with the law 
of demand. However, as shown by an illustrative example later 
in the book (pp. 94-100), in obtaining the law of supply the price 
data are lagged one year. That is, the output is regarded as a 
function of the price of the preceding year. Except, perhaps, in 
the case of an agricultural crop there is no apparent reason why 
the lag should be one year. It should be the period required to 
enable producers to adapt their output to the price, and this pe- 
riod may be inferred to be that corresponding with a maximum 
positive correlation between the price trend ratios and the pro- 
duction trend ratios. 

Now it is fairly obvious that if the data, as manipulated in 
deriving the law of demand, yield a high negative correlation, 
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the same data, with one of the variables suitably lagged, will yield 
a positive correlation of approximately the same numerical value. 
As a corollary, then, of this method of deriving the “law of 
demand” and the “law of supply,” it will be found that the elas- 
ticities of demand and supply are numerically equal (approxi- 
mately) but with opposite signs. This consequence of deriving 
“demand” and “supply” curves by any method in which the two 
curves are differentiated from one another merely by the artifice 
of lagging the price data when seeking the supply curve is noted 
by Schultz in his Statistical Laws of Demand and Supply. It 
throws some doubt on the validity of the reasoning underlying 
the whole method of trend ratios or, indeed, the method of link 
relatives, which methods are used by both Schultz and Moore. 
At least it raises the question whether the curves so derived can 
with propriety be called demand and supply curves. For obvious- 
ly as these terms are ordinarily understood there is no such con- 
nection necessarily existing between them. Demand, for example, 
may be highly inelastic, that is, buyers may change their con- 
sumption very little in response to even a considerable change in 
price, while at the same time sellers are willing greatly to increase 
their offerings in response to a very moderate change in price, 
that is, the supply may be highly elastic.* 

Returning to the Moore analysis, it will be found that on both 
of the curves there will be a point where an abscissa of unity cor- 
responds with an ordinate of unity. If the two curves be plotted 
on the same diagram, they will cross at this point. This may be 
regarded as a point of equilibrium. At this point both the price 
and the output may be said to be normal. An abscissa less than 
unity, indicating a production ratio less than normal, will corre- 

* Dr. Schultz, who was shown the manuscript of this review, comments in a 
letter, justly, that the lag method is not essential to Moore’s main thesis, which is 
“that it is possible to replace the abstract statical equilibrium by a concrete statisti- 
cal equilibrium There is nothing in his book which would prevent him 
from adopting any procedure which may be invented for deducing statistical sup- 
ply functions and demand functions.” 

I did not mean to imply that Moore might not accept other methods of de- 
riving supply and demand functions. What methods he might accept but did not 


use I do not know, I merely wished to point out here and also on pages 338-40 
some of the consequences of the lag method, which he did use. 
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spond with two ordinates, one to the “demand curve” greater 
than unity, indicating that with that production buyers would 
take more than normal, and the other to the “supply curve,” in- 
dicating that the diminished production was the result of a price 
below normal the year before. 

It will be recalled that the “normal” price and output for any 
year were ascertained by fitting curves to the price data and pro- 
duction data, each plotted chronologically. If instead of plotting 
these data chronologically we plot them on a single diagram, price 
on output, and then plot the “normal” prices to “normal” outputs 
on the same diagram, we shall find that the line connecting the 
normal prices is a curve which makes a very good fit to the scatter 
of the crude data prices. The ordinate to a point on this curve 
indicates the normal price on the date of a given observation, 
and the abscissa to that point the normal production at that date. 

Suppose now that we transfer bodily to this diagram the X- 
shaped diagram showing the laws of supply and demand and 
place it so that the (1, 1) point lies at some point on the curve 
just constructed. This point may be regarded as the equilibrium 
point of supply and demand at the date with which it corre- 
sponds. As the X-shaped figure slides along the curve, it may 
be regarded as a moving equilibrium. At any point where it rests 
a point on the “demand curve” will show what price ratio cor- 
responds with a given production ratio (indicated by the abscissa, 
not of the curve of normal prices, but of the transferred “demand 
curve”) departing from the normal or equilibrium preduction 
at that date. The normal price and production and the price and 
production ratios being known, the absolute price corresponding 
with a given output or the absolute output corresponding with a 
given price can be easily computed. (See chart, page 335.) 

This simplest case, in which the price is regarded as a func- 
tion of a single variable, namely, the quantity taken (or vice 
versa) has been followed through in some detail, as the method 
applied here is the method applied in all the more complex cases, 
and we may judge of its soundness in the latter by its soundness 
in the former. In all cases the price of the commodity under dis- 
cussion is expressed as a function of one or more prices or out- 
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puts of other commodities or services, and trend ratios are com- 
puted from data relating to all the variables, which trend ratios 
are supposed to represent oscillations about a moving equilibri- 
um, each position of the moving equilibrium corresponding with 
the normal price and output for the year. 

For the more complex cases, however, a suitable nomen- 
clature must be employed. Moore uses the nomenclature devised 
by Walras. If B,,C,, D, . . . . are commodities and 7,, P,, and 
K, the services necessary to production (land, labor, and cap- 
ital), then the quantity taken of any one of them (C) may be 
regarded as a function of the prices of all the commodities and of 
all the services, thus 


D.=F. (Pt, Pp, Pe. ++ Poy Pe, Pa. +++), 


or if quantities be taken as the independent variables, then the 
expression becomes 


Pe=fe (D,, Ds, Dz . ° «<i Bu Da. na - ‘ 


As, when the demand was regarded as a function of a single 
variable (the price), we had the elasticity of demand equal to the 
ratio of the relative change in production to the relative change in 


price (1 = - Y 4 “2, so when the demand is regarded as a func- 


tion of many variables, we may express the partial elasticity of 
demand with respect to any one of these variables in terms of 
partial derivatives, thus 


8D. / dpi 


Nem, *PpPk---- PhPcPa D. ry m 


The partial elasticity of demand may now as before be as- 
sumed to be expressed (1) as a constant, (2) as a linear func- 
tion, or (3) as a quadratic function, thus 


Nev, - PyPk +--+ + PhPcPq---- D. pe 


Berct+BerPi t+ Ba pi . 


Bet, or 
_ 5D. Spe _ eer or 
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Whichever form is taken the equation may be integrated for 
each partial derivative, the results summated, and an expression 
derived which will give the quantity taken of any one of the com- 
modities, as C, in terms of the prices of the services and of the 
other commodities. If the simplest form, a constant, is chosen, 
the resulting expression is 


D.=constant (p:)Pei(Pp)°? (pace - - - - (Po)?(pe)*e*(pa)Pes . 


Trend ratios may now be computed from data relating to 


each of the variables and the foregoing curve (with s . ; , etc., 

. Ps 
substituted for De, pz, etc.) may be fitted to the trend ratios so 
computed by the method of least squares. We shall then have an 
expression for the demand for any one commodity in terms of the 
prices of all commodities and services. 

Obviously, by making demand the independent variable a 
similar treatment would lead to an equation in which the price 
of any one commodity would be expressed as a function of the 
quantities of all commodities and services. 

It would appear, therefore, that granted adequate data and 
time and patience to make the computations, it would be possible 
to make a close estimate of the price of any commodity corre- 
sponding with an assumed output (or vice versa) during the 
period covered by the observations, and, if it may be assumed 
that the forces which have been operative during that period will 
continue to be operative and to interact in the same manner as 
before (that is, if we may assume “statistical constancy’’) it 
would also be possible to forecast prices corresponding with as- 
sumed outputs or outputs corresponding with assumed prices for 
some distance into the future. Finally, since output is largely 
under human control it would be possible not only to forecast but 
to control prices with a view to the social good. 

In what I have so far written I have aimed merely at an expo- 
sition of Moore’s methods with a view to directing attention to, 
and aiding the reader to understand, a line of thought and a 
treatment of material which I regard as an important contribu- 
tion to economic theory. A few conclusions of my own may be of 
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further assistance to the reader in understanding and appraising 
his work. 

The curves indicating the law of demand and the law of sup- 
ply are mot and are not asserted to be the familiar demand and 
supply curves of prevailing economic theory. The latter show 
the prices corresponding with hypothetical takings and offerings 
at a given instant of time, which prices must lie at their intersec- 
tion. Hence any change in price or output is a result of a change 
in the conditions of supply or demand (or both), which change 
will manifest itself by a bodily shifting of one or both of the 
curves to right or left. The former (which for brevity I will call 
the Moore curves) show price ratios to a normal price corre- 
sponding with production ratios to a normal production. The 
normal price-on-production point is an equilibrium point and 
changes its position from year to year, but with each change of 
position the Moore curves move bodily, always retaining the 
same relative position and always having their intersection point 
(the point where both price ratio and production ratio is unity) 
coinciding with the equilibrium point for that year. Hence, the 
points showing the observed price ratios for a given year (unless 
both these ratios chance to be unity) will never lie at the inter- 
section of the two curves. Moreover, the price ratios indicated 
by the Moore law of supply are not the price ratios for the same 
year as the production ratios but for the preceding year, or at 
least for that period of time antedating the dates of the produc- 
tion ratios by an amount which makes the two columns of data 
show a maximum positive correlation. 

That Professor Moore’s concept of the law of demand dif- 
fers radically from the neo-classical “demand curve” may be 
easily shown. Indeed, the law of demand may under certain, not 
unusual, conditions approach the neo-classical “supply curve.” 
As has just been noted, whenever there is a change of price it is 
conclusive evidence of a bodily shifting to left or right of the de- 
mand curve, the supply curve, or both, as these curves are ordi- 
narily conceived. If the supply curve moves while the demand 
curve remains stationary, a price-output scatter will reveal the 
demand curve. On the other hand, if the demand curve moves 
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while the supply curve remains stationary, the scatter will reveal 
the supply curve. 

Suppose now that we conceive of a commodity experiencing 
little or no change in its processes and costs of production but 
subject to violent fluctuations of demand. The case may be illus- 
trated by the imaginary data given in Table I. 

Proceeding by the methods described by Professor Moore, I 
fitted trends to the data, plotted chronologically, computed the 


TABLE I 
HypotHeticat Data: Suppty Curve STATIONARY; DEMAND CurVE SHIFTING 








II IV Vv 
Production Price Production Ratios} Price Ratios 





1,000 ‘ .893 I .o10 
1,400 1.129 1.014 
I, 300 , .956 921 
1,600 ; 1.081 1.067 
1,500 : -937 -983 

















trend ratios given in Columns IV and V, found the correlation to 
be +0.505, and the equation of the “law of demand” to be 


50.265 =+0.735. Using the same data with the price lagged 


one year, the correlation was found to be —o.564 and the equa- 


tion of the “law of supply” 57 —.39 =+1.39. From these equa- 


tions it will be found that (taking == 1) the elasticity of demand 


is +-3.77 and the elasticity of supply —2.56. The “law of de- 
mand” is thus shown to be represented by an ascending curve 


(coefficient of = positive) and the “law of supply” by a descend- 


ing curve (coefficient of = negative). The elasticity of demand is 


shown to be positive and the elasticity of supply negative. These 
results, of course, are the exact reverse of those based on the psy- 
chology of buyers and sellers (or, for that matter, on the theory 
of marginal cost) as taught by the neo-classical economists. 
Moreover, it should be stated that the data chosen in the illus- 
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trative example are by no means fanciful. As Professor Moore 
himself has shown, the law of demand for pig iron, as derived by 
his methods, is represented by an ascending curve.* 

This “new type of demand curve,” to use Professor Moore’s 
expression, is, however, entirely consistent with classical theory. 
All that it means is that during the period covered by the obser- 
vations, the conditions of supply have remained relatively con- 
stant while the conditions of demand have changed. Hence any 
two successive price observations are likely to represent two 
points of intersection on the supply curve made by a moving de- 
mand curve. The curve yielded by the data is, therefore, not the 
demand curve of neo-classical theory but, approximately, the 
supply curve. 

From this analysis it would appear that the curve derived by 
the Moore methods may approximate the neo-classical demand 
curve when the price-output correlation is high and negative and 
the neo-classical supply curve when the correlation is high and 
positive. : 

A study of the chart on page 335 will make this point clear 
(so far as concerns the demand curve) and also will help to an 
understanding of the difference between Professor Moore’s point 
of view and that of the neo-classical economists. The data are 
taken from page 44 of Synthetic Economics and show the prices 
of potatoes (1881-1913) as ordinates to the production of pota- 
toes as abscissas. The price points are now connected in their 
chronological order and the “normal” price and output, having 
been computed as previously described, are plotted, tracing the 
curve 1’, 2’, 3’ . . . . 33’ shown in the chart. The price 1’ is the 
“normal” price corresponding with the observed price 1, the price 
2’ is the “normal” price corresponding with the observed price 2, 
and so on. It will be observed that the curve makes a fairly good 
fit to the price scatter. By construction the abscissa of 1 divided 

“Henry Ludwell Moore, Economic Cycles: Their Law and Cause, pp. 110- 
16. In the passage cited the equation of the law of demand is found to be 
y =0.5211x—4.58 and the price-output correlation to be r= +0.537. In obtain- 
ing this result he uses a method of percentage changes of price and output from 
year to year instead of the method of trend ratios. The two methods, however, 


lead to essentially the same result, as Schultz has shown in the case of sugar in his 
Statistical Laws of Demand and Supply. 
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by the abscissa of 1’ is the production ratio of 1, and the ordinate 
of 1 divided by the ordinate of 1’ is the price ratio of 1. The same 
relation applies to all the other corresponding points. Because of 
the high negative correlation of the price-output data a price 
trend ratio greater than unity will in nearly all cases correspond 
with a production-trend ratio less than unity (and vice versa). 
Hence the curve representing the law of demand will slope down- 
ward to the right and the elasticity of demand computed from it 
will be negative. Suppose now we lag the prices a year and make 
a similar construction. The line of normal prices will differ but 
little from that shown in the chart, but in nearly all cases a posi- 
tive price trend ratio will correspond with a positive production 
trend ratio and a negative price trend ratio with a negative pro- 
duction trend ratio, the fitted curve representing the law of sup- 
ply will slope upward, and the elasticity of supply computed 
from it will be positive. Moreover, nearly all the lines connecting 
price points in chronological order will slope upward to the right 
instead of downward to the right as shown in the chart as printed. 
To show that, when the correlation is high and negative, the 
elasticity of demand computed from Moore’s law of demand may 
approximate the elasticity of demand as defined by the classical 
economists, we observe that the lines connecting successive price 
points all slope downward to the right, the slope, in a rough way, 
tending to become less steep with advancing years. The chart 
strongly suggests the case of an industry in which conditions of 
demand remain relatively stable while conditions of supply are 
subject to violent fluctuations. To the extent that this inference 
may be relied on, we may regard each of these downward sloping 
lines as portions of a demand curve tending (with occasional 
retrograde movements) to move bodily and slowly to the right. 
From each of these portions the elasticity of demand may be 
computed by the formula 
tn 
gqa— at 
Yn 
log nts 


and a median of these results taken as approximating the aver- 
age elasticity of demand in the neo-classical sense for the period 
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covered by the data. Such a computation gave the figure »= 
—o.771. Moore’s method gives figures ranging from 7—=—0.561 
when the production ratio is 1.4 to 7=—1.22 when the produc- 
tion ratio is 0.7, or a mean value of »=—o0.811 when the produc- 
tion ratio is 1. 

If we plot on a separate piece of paper the curves representing 
his law of supply and his law of demand and then slide this draw- 
ing along the chart with point (1, 1), where the two curves inter- 
sect, lying on the curve of normal prices, we shall have an illus- 
tration of his “moving equilibrium.” In every position the 
ordinate to the demand curve will indicate the price (expressed 
as a ratio to the “normal” price) which buyers will pay for the 
quantity (expressed as a ratio to the “normal” output for that 
year ) which is shown by the abscissa. In like manner the abscissa 
at any point on the supply curve shows the quantity (expressed 
as a ratio to the “normal” output for that year) which will be 
forthcoming from sellers as a result of the price (expressed as a 
ratio to the “normal” price of the preceding year) which is shown 
by the ordinate. 

I have devoted the greater part of this review to the simplest 
case, in which the price (or output) is regarded as a function of 
a single variable. The logic of the more refined treatment, re- 
garding the price (or output) as a function of two or more varia- 
bles is the same as that applying to the simpler case. Whether the 
gain in accuracy is sufficient to justify the extra labor can only be 
determined by experience. Professor Moore gives no numerical 
illustration of the more complex treatment. The confidence which 
may be placed on estimates made on the assumption of a price 
based on a single variable may be judged by Table II, showing 
the estimates of the price of potatoes, using Professor Moore’s 
law of demand, as compared with the observed price. The esti- 


mates are based on the equation = 1.243 =+ 2.243. With the ex- 


ception of 1900 the approximation is fairly close. 


x 

* The equation given by Moore, p. 97, is Y = — 1.425 = t2-425. I suspect a 

typographical error. I followed the method suggested by Moore with some care 

and obtained the equation as given in the text. By using this equation the esti- 

mated prices approximate the observed prices somewhat more closely than when 
using the equation as given by Moore. 
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Professor Moore uses price-production data throughout. 
This is admissible in a self-contained economy. Where there is 
considerable foreign trade, it would seem to be better to use price- 
consumption data for the law of demand, and price-production 
data for the law of supply. 

Careful study leads me to the following conclusions: Where 
the correlation between the trend ratios is high, whether positive 
or negative, the method makes it possible to estimate with some 


TABLE II 


Price RATIOS FOR PoTaTOES COMPUTED FROM THE DEMAND EQUATION 
COMPARED WITH OBSERVED Price RATIos, 1900-1913* 








Observed Observed Computed 
Production- Price-Trend Price-Trend 
Trend Ratio Ratio Ratio 





.988 .794 O15 
.810 .397 .236 
144 .850 821 
932 094 084 
IQ! .798 .762 
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* Data from Synthelic Economics, p. 94. 


approach to accuracy the price corresponding with a given out- 
put or the output corresponding with a given price at a given date. 
When the correlation is not only high but also negative, the curve 
representing the “law of demand” approximates the demand 
curve of the classical economists and from it may be computed 
the elasticity of demand. I am skeptical about the supply curve 
and the elasticity of supply. I see no reason why his supply curve 
should even approximate the supply curve of the neo-classical 
economists. It has no connection with the psychology of sellers 
with respect to their offerings in response to a price at the mo- 
ment of sale. In this lies the essence of the short-time supply 
curve. Neither does it have any connection with marginal cost 
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in which lies the essence of the long-time supply curve. More- 
over, the very fact that his method tends to show numerical 


equality (but with opposite signs) between the coefficients of = 


in the equations of the law of demand and the law of supply is 
corroborative evidence of the absence of any connection between 
his law of supply and the neo-classical supply curve. 

While, then, the Moore curves may be used for making esti- 
mates of price or output of the character described wherein the 
sanction of the estimate is found in the principle of statistical con- 
stancy, I question whether they can be used in isolating the effect 
on price and output of a new causative factor (such as a change in 
duty) thrust into the normal flow of economic sequence. For this 
purpose elasticities derived from the neo-classical demand and 
supply curves are essential. Per contra, the latter curves—since 
the very existence of price-output data demonstrates their bodily 
movement to left or right—are of no value in estimating prices 
corresponding with a given output or output corresponding with 
a given price, a use to which the Moore curves are peculiarly 
adapted. 

Finally while such contingent predictions may be made, e.g., 
a price contingent on a given output, the Moore method would 
appear to afford little hope for absolute prediction, comparable to 
the prediction of the hour of high tide in New York harbor on a 
certain day. There are too many dark stars in the economic 
firmament likely to cause unexpected perturbations! 

In spite of some such limitation Professor Moore has made 
in Synthetic Economics a notable contribution to economic 
thought. Economists should be grateful to him for his indefati- 
gable pursuit, crowned with no small measure of success, of the 
end to which he is devoting his life, namely, through refined 
mathematical analysis and statistical method, to bring economics 
into the category of the exact sciences. 

Puri G. WRIGHT 

INSTITUTE OF ECONOMICS 





THE ST. LAWRENCE NAVIGATION AND POWER 
PROJECT: A REPLY 


N THE February issue of this Journal appeared a review article of 
our volume, The St. Lawrence Navigation and Power Project, by 
Lesslie R. Thomson, consulting engineer of Montreal, Canada. 

“The book,’”’ Mr. Thomson says, “presents a wealth of factual data for 
other students and a clear exposition of the principal factors of the 
problem.” But he holds that in our analysis of costs and in our esti- 
mates of traffic we have shown a tendency to assess doubtful or uncer- 
tain points against the waterway, and his review is almost entirely de- 
voted to pointing out evidences of bias and of “loaded figures,” in the 
absence of which the conclusions reached would presumably have been 
favorable to the waterway.’ To the authors of the book, however, it 
appears that Mr. Thomson’s discussion of these points creates certain 
misconceptions not alone as to our position, but as to the issues them- 
selves, and thus forces upon us the unwelcome task of replying to his 
review. 

1. Allocation of costs.—Since a large portion of the cost of devel- 
oping the river is incurred for power and navigation jointly, it was 
necessary to make some allocation of these costs as between power and 
navigation. We made the allocation on a 50-50 basis, inasmuch as there 
appeared to be no clear-cut reason for the adoption of any other ratio. 
Mr. Thomson says, “This distribution is not necessarily just or fair,” 
and points out that there are at least three possible bases of allocation: 
50-50; all against navigation; and all against power. He presents 
computations which show that if all of the joint costs were allocated to 
power the figure for navigation would be reduced by $81,000,000; and 
then concludes that “under these circumstances it is hardly fair [ for us] 
to adopt the highest of the possible distributions with no discussion or 
indication of the existence of other figures.” We submit that charging 
50 per cent of the joint costs against navigation is not charging the 
highest possible amount against navigation; and we point out that we 
do indicate the existence of other figures. On page 98 we state, “If these 
joint costs were charged wholly to power, the total capital outlay 

* Mr. Thomson published in 1929 a report entitled The St. Lawrence Problem, 
published by the Engineering Institute of Canada, which reached the conclusion 
that the waterway would be a great asset to the people of Canada and the United 
States. 
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chargeable against navigation would be reduced by $98,265,000”— 
which figure may be compared with Mr. Thomson’s suggested possible 
reduction of $81,000,000. 

2. Raising the engineers’ estimates——We added 20 per cent to the 
estimated costs of the Joint Engineering Board for probable underesti- 
mate—justifying this increase by specific reference to numerous simi- 
lar enterprises which had cost from two to three times the original esti- 
mates. Mr. Thomson cites two reasons for the increase of construction 
costs in older jobs, which presumably are no longer operative: (a) the 
phenomenal rise in price levels between 1897 and 1921, and (db) 
changes in designs or plans as the work proceeds. Of the four projects 
which we had cited as evidence, it happens that three were built in the 
period of falling prices prior to 1897. The fourth, the Panama, was 
constructed in the period of rising prices before the World War, but in- 
asmuch as the general rise in prices during this period was less than 3 
per cent a year, this factor could not well account for any substantial 
part of the increase in cost from the estimated $140,000,000 to the 
actual $375,000,000—the increase in this case being, as we pointed 
out, in large part due to change in plans. 

On the second point Mr. Thomson takes the position that there is 
little or no reason to suppose that changes in designs or plans as the 
work proceeds will raise the cost above the existing estimates, saying, 
“The existing revised estimates as presented by the Joint Board have 
far more authority than the usual run of estimates.’’ Even admitting 
this to be true, it would seem that we have made full allowance for it by 
proposing an allowance of only 20 per cent for underestimates as 
against the actual doubling or trebling of estimates in the final cost of 
earlier projects which we cited. As a matter of fact, however, Mr. 
Thomson’s faith in the estimates does not seem to be shared by other 
engineers, including those who made them. We presented (pp. 89-91) 
two quotations from the report of Hugh L. Cooper and Company to 
the International Joint Commission which stress the large elements of 
uncertainty in the engineering phases of the project, and we also gave 
two quotations from the engineers’ own reports which point to the 
same general conclusion. Indeed, the latter say that the figures for the 
Niagara and St. Clair rivers “afford only a reliable indication of the 
minimum cost”; and that “the conditions in general on the St. Law- 
rence River cali for power units of larger dimensions than have yet been 
built, and the Board recognizes the uncertain trend of present practice 
with regard to draft tube design.” We may add that the firm of Sander- 
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son and Porter, of whose ability Mr. Thomson speaks highly, concur in 
our belief that a 20 per cent allowance for overrun is conservative. 

3. Lake harbors —The Joint Board included no figures for deepening 
lake harbors, since they were not instructed to do so. But inasmuch 
as we are interested in knowing the total cost of this project to the peo- 
ple of the United States and Canada, we estimated the probable mini- 
mum cost of harbor improvement. Mr. Thomson offers no objection to 
the amount of our extremely conservative figure of $250,000,000; but 
he regards the inclusion of harbor costs as a “serious error in economic 
analysis.” This because the lake cities themselves might assume these 
costs in the belief that the “resultant annual local benefits will more 
than repay the annual cost of the capital plus maintenance. No port 
municipality is interested directly in the reduction of freight charges, 
but it is deeply interested in having business come to its port.” What 
Mr. Thomson apparently does not see is that if he is to include gains to 
Detroit which come at the expense of, say, Grand Rapids, he must also 
include the losses that come to Grand Rapids at the gain of Detroit. 
According to Mr. Thomson’s economics, if the lake cities would con- 
struct the waterway itself as well as the harbors, the enterprise would 
be without cost to anybody. 

4. Volume of trafic.—Our estimate of available traffic is 10,563,100 
tons, of which 5,466,900 is allocated to the United States and 5,096,200 
to Canada. Mr. Thomson makes no effort to refute any of our figures, 
but he points out, as if we had not considered the fact, that traffic on 
the existing St. Lawrence canals is now approximately 8,500,000 tons, 
having increased 180 per cent between 1914-19 and 1928, and asks, 
“Does it not seem rather far fetched to suppose that in the period 
1928-40, with an increase of depth from 14 to 27 feet, there would only 
be a 23 per cent increase?” and says “to submit the question is to an- 
swer it.” The inference appears to be that, with the added depth, a 
rate of increase at least approaching that of the preceding twelve years 
is to be expected. In view of the superficial plausibility of this state- 
ment, close scrutiny of the issue is merited. 

We present Table I showing the traffic on the present St. Lawrence 
canals from 1912-28 inclusive. 

Mr. Thomson stated that the traffic increase between the period 
1914-19 and 1928 was from “about 3,000,000 tons to 8,500,000 tons— 
an increase of 180 per cent in twelve years.” Actually, the average traf- 
fic for the years 1914-19 was 3,414,000 tons, and the increase to 1928 
was 146 per cent. Mr. Thomson evidently took as his base the very 
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lowest years of the war era when the traffic was restricted. If he had 
used as his base the period 1912—14, the increase to 1928 would have 
been but 107 per cent. 

The real issue, however, is not as to the precise rate of increase which 
is in any event substantial; it is rather as to the validity of using past 
traffic growth as a basis of projecting forward and thus estimating fu- 


TABLE I 


TRAFFIC ON Existrnc St. LAWRENCE CANALS, 1912-28* 
(In thousands of tons) 








Unrrep STaTEs 





. i . Total 
Year | Grain| Coal Total | Grain| Coal - | Total Trafic 








I9t2.. IIQ} 930° 1,137} 912) 173 2,340)3,477 
1913..| 123]1,258 1,465|/1,343] 172 187 2,837/4, 302 
1914..| §35]1,089 1 ,653/1,371| 158 2,739/4,392 


1915..| 286)1,041 1,385} 888) 138 2,025/3,410 
1916. . 68}1 , 708 1,787} 578] 40 88 1, §81/3, 368 
1917.. 8)1,975 2,021) 535) 13 I ,371/3,392 
1918. 64/1 ,972 2,140; 238 3 aE 5 8091/3 ,031 
I919..|  64/1,304 1,393} 698) 11 3 1 ,499|2,892 


1920. . 42/1 ,676 1,783] 425) 11 153 1, 285/3 ,068 
1921. .|1, 195 962 2,186} 691} 30 171 1,548/3,734 
1922. .|1,186] 420].... 1,670/1,275] 333 175 | 545 |2,650/4,320 
1923..| 665) 843 2,571|1,818) ror 376 | 466 |2,970/4,541 
1924. .|1,045} 672/..... 1 ,805/2,518] 97 188 | 434 |3,732|5,537 
1925..| Q2I|1,001]..... 2,027/2,568] 107 241 | 589 |4,180/6, 207 
1926..} 754) 792 1,773|2,563| 98 346 | 688 |4,351/6,124 
1927. .{1,813} 518 2,565/3,188] 126 468 | 822 |5,347/7,912 
1928. .|1,276) 770 2,272/3,837] 120 526 | 977 |6,139/8,411 









































t Pulpwood traffic originating in the United States is negligible. 
* Data for years 1912-18 compiled from Canal Statistics, Department of Railways and Canals, 
Canada; for years 1919- 28, Canai Statistics, Dominion Bureau of Statistics, Canada. 


ture traffic. It is significant to note in this connection that Mr. Thom- 
son in his own traffic analyses in The St. Lawrence Problem has not 
seen fit to employ this method of estimating future traffic. By studying 
in a realistic way the potential volume of Canadian grain traffic, he 
arrives at an estimate of 4,250,000 tons, an increase of only 11 per cent 
over the 1928 figure—this notwithstanding the fact that the increase 
in the Canadian grain traffic from 1912-14 to 1928 was 217 per cent. 
(As compared with 1914-19 it was 430 per cent.) Similarly, his esti- 
mate for the total Canadian traffic is 7,700,000, an increase of only 26 
per cent over the 1928 figure—whereas the increase from 1912-14 to 
1928 was 133 per cent. 
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As a matter of fact, our own estimate of traffic increase is substan- 
tially larger than the 23 per cent cited by Mr. Thomson (see page 
347). We pointed out in the text that our estimate of 10,563,100 tons 
was exclusive of pureiy local traffic not dependent on the depth of chan- 
nel. Of the 8,411,000 tons carried in 1928, approximately 2,000,000 
tons consisted of such local movement. Accordingly, our estimate of 
10,563,100 tons represents an increase of approximately 60 per cent 
over the comparable 1928 figures. 

For purposes of comparison, it may be interesting to note that Mr. 
Thomson’s figure for Canada is 7,700,000 tons, while ours is 5,096,200 
—exclusive of purely local traffic. For Canadian grain our estimate 
was 4,360,000 tons as compared with his 4,250,000 tons. Mr. Thomson 
presented in his own monograph on The St. Lawrence Problem no sepa- 
rate estimate of the possible United States traffic. Our estimate is 
5,466,900 tons, as compared with a 1928 figure of 2,272,140 tons, in- 
cluding some local traffic, an increase of approximately 140 per cent. 
This estimate has not been derived by projecting past growths for- 
ward; it is the result of a careful appraisal of every important item of 
potential traffic—the individual estimates in most cases being checked 
with traffic men in the industries concerned. Whether these estimates 
are on the whole conservative can only be judged by those who read 
and analyze carefully the extensive traffic appendixes. 

Finally, it should be borne in mind in this connection that, so far as 
the general conclusion of the book is concerned, it would not make the 
slightest difference whether the potential traffic was 10,000,000 or 
20,000,000 tons, since in any event it can be carried more cheaply by 
rail. We shall return to this point in a moment. 

5. Computation of savings to shippers —The reviewer contends that 
our analysis is faulty in that we have failed to set up a proper “balance 
sheet showing on one side the total annual real cost of the waterway 
and on the other the total annual economic gains to the country.” 
What we did, as the reviewer notes, was to take the savings on grain as 
“fairly typical of the tonnage which might use the route” and to utilize 
this saving as a basis for comparison with the cost to the country in 
annual charges; but the reviewer says that “a comparison of these fig- 
ures does not in any way present a fair or complete balance sheet” inas- 
much as it does not calculate the separate savings, commodity by com- 
modity. The question at issue is merely whether the savings on the 
grain traffic are fairly typical. Mr. Thomson asserts that they are not, 
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but presents no evidence to support his view. The fact is that most 
advocates of the waterway have sought to justify it by reference to the 
exceptional savings on grain traffic, which makes up 60 per cent of 
the total; and it is well known that a differential between rail and water 
rates in the neighborhood of 20 per cent, both in this and other coun- 
tries, is common. Our estimated reduction of the grain rate from Du- 
luth to Montreal was from 9 to 5 cents a bushel, or about 45 per cent. 
(Incidentally, Mr. Thomson holds in this case that we have been overly 
favorable to the waterway, and he suggests that a saving of 3 cents is 
a more probable figure.) In our numerous traffic appendixes we did, in 
fact, indicate the probable extent of the reductions in freight rates on 
traffic other than grain—though in some cases it was impossible to give 
precise figures owing to the complex and indirect comparisons involved. 
On most of the other important items of traffic, however, we showed 
that freight-rate reductions were much less important than those on 
grain; in the case of imports of refined sugar only did we find a reduc- 
tion comparable to that on grain. 

6. Draft of vessels—tIn estimating whether a 27-foot channel will 
accommodate first-class ocean cargo vessels, we pointed out that an al- 
lowance of 2 feet 6 inches would have to be made between the bottom 
of the vessel and the bed of the channel. This is based upon expert tes- 
timony of shipping men, including the Port Warden of Montreal, who 
requires 3 feet. Mr. Thomson muddies the waters by citing Dr. Sadler, 
to the effect that lake vessels often navigate the shallower channels with 
less than a‘foot of clearance. Since the argument in question did not 
concern the lake vessels, and since it is well known that lake vessels are 
built on entirely different lines from those used in ocean boats, this fact 
is quite beside the point. 

In this connection it should be pointed out that Mr. Thomson con- 
cedes much indeed when he says that the “real merit of the waterway, 
if any, rests on the assumption that the larger upper-lakers will move in 
continuous voyages to tidewater at some point, and that in addition 
there may be perhaps a certain movement of tramps into the Great 
Lakes.” This is not what most advocates of the St. Lawrence Deep 
Waterway assume, for they emphatically contend that cargo liner 
service will be established. In making our traffic estimates for com- 
modities requiring regular dependable service, we assumed that cargo 
liner service would be available. If we are to have but intermittent 
tramp service, the potential traffic, according to the testimony of ship- 
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pers, would be very greatly reduced. Moreover, if the principal purpose 
of the waterway is merely to enable lake boats to go down to Montreal, 
it becomes necessary, as we point out in the book, to reconsider the 
entire question of depth; for the present, lake freighters drawing around 
20 feet are conceded to be extraordinarily economic carriers. 

7. Comparison with a freight railroad_—One method utilized in our 
analysis to appraise the economic feasibility of the St. Lawrence Water- 
way was to compare the cost and carrying capacity of the waterway 
with the cost and carrying capacity of an all-freight double-track rail- 
road which might be constructed between, say, Chicago and Boston. 
We showed that a double-track railroad could be constructed for ap- 
proximately $260,000,000 as compared with $713,000,000 for the 
waterway; and that it would have a “theoretical carrying capacity” 
equal to ten times the “theoretical carrying capacity” of the St. Law- 
rence Waterway. Since the waterway figure included nothing for 
equipment (ships), it was not necessary, for the purposes of compari- 
son, to include anything for equipment (rolling stock); but we did 
state that the figure of $260,000,000 included rolling stock. What we 
did was to throw in for good measure equipment equal to that of the 
average railroad in the eastern district—though obviously not sufficient 
in amount to carry the theoretical maximum traffic of the railway. 

Mr. Thomson analyzes the comparison and reaches the conclusion 
that our figures are “quite misleading.” He holds that our figure of 
$260,000,000 (misprinted in the review as $250,000,000) for the rail- 
road is “almost ridiculous.” He figures the cost of the railway itself as 
“well over $100,000 a mile,” which would give a total of something like 
$125,000,000 for the 1,033 miles; he states that the terminals would 
cost “colossal amounts” ; and he figures the equipment at $500,000,000 
—which includes equipment sufficient to carry a traffic ten times that 
which the waterway would carry. Adding together roughly $125,000,- 
ooo (railroad and structures) , $500,000,000 (equipment) , and “cclos- 
sal amounts” (terminals) , he finds that the cost of such a railroad would 
be “in the order of magnitude of a billion dollars.” 

The colossal amounts required for terminals would in this calcula- 
tion be in the neighborhood of $375,000,000. This figure is conceived 
apparently on the assumption that an all-freight railroad would have to 
have elaborate terminals in “uptown” locations similar to those re- 
quired for passenger service—whereas such would not need to be the 
case with a road handling mainly through traffic in bulky commodities. 
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Fewer intermediate terminals and considerably fewer structures would 
also be required than for the average railroad, which is supposed to 
care for all kinds of traffic. Our figure of $260,000,000 allows $125,- 
000,000 for road and structures; $60,000,000 for equipment; and 
about $75,000,000 for freight terminals, which is clearly adequate for 
the type of road in question. 

We agree with Mr. Thomson that if the road were actually to carry 
a theoretical maximum of 420,000,000 tons of traffic very large addi- 
tional allowance would have to be made for equipment. Since we were 
making comparisons with a waterway without any equipment we do 
not see that we are open to the charge of bias for not having included 
railroad equipment sufficient to carry ten times as much traffic as the 
waterway could carry. 

But suppose we take Mr. Thomson’s figure of roughly a billion dol- 
lars as the cost of an all-freight railroad, including equipment which 
would be capable of handling 420,000,000 tons. It should still be borne 
in mind that this figure is to be compared with a waterway costing 
$712,000,000, exclusive of ships, and having a carrying capacity only 
one-tenth as great as that of the railroad. Unwilling to follow through 
to a conclusion along these lines, Mr. Thomson evades the issue by 
saying that “the figures . . . . are not comparable, owing to the in- 
herent differences in the quality of the two transportation mecha- 
nisms.” The inference presumably is that the waterway has advantages 
over a railway from the standpoint of speed, regularity, and reliability 
of service so remarkable as to counterbalance this enormous disparity 
in costs. 

8. Power.—The reviewer’s brief discussion of the power phase of the 
analysis requires only a few words of comment. After paying tribute to 
the able appendix report of Sanderson and Porter, Mr. Thomson states 
their primary conclusion inaccurately when he says: “The authors 
find that the possible establishment of electro-chemical or electro- 
metallurgical works located at the power sites might, however, warrant 
the early development of the power.” What they say is that the market 
at the river “would probably be profitable in the long run, but it is im- 
possible to estimate how long it would take to build up such industries, 
or what prices they could afford to pay for power.”” What Sanderson 
and Porter hold may ultimately prove feasible is the sale of approxi- 
mately 50 per cent of the power for manufacturing near the river; 25 
per cent in central New York, when the New York Central is electri- 











ST. LAWRENCE NAVIGATION AND POWER PROJECT 353 

















fied; with the remaining 25 per cent distributed through an intercon- 
nected system to metropolitan regions farther south. Curiously enough, 
the reviewer, after stating that Sanderson and Porter conclude that 
the early development of the power is warranted, nevertheless cites the 
interest of various power companies in obtaining rights along the river 
as presumptive evidence that such conclusion is unsound. The truth 
is that even in the light of the very conservative conclusion which San- 
derson and Porter do reach, acquisition of power rights by private com- 
panies along the river remains a very good speculation; and Sanderson 
and Porter were, of course, well aware of this fact when they made 
their analysis. 





Haroitp G. Moulton 
CHARLES S. MorGAN 
Apa L. LEE 
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A Review of Economic Theory. By Epwtn CANNAN. London: 
P.S. King & Son, 1929. Pp. x-+-448. 16s. 


The title, A Review of Eonomic Theory, of this latest publication 
of Professor Cannan is, in view of the nature of the subject matter 
and the method of its treatment, probably as appropriate as any that 
could have been devised. As it is, the title conveys, perhaps, too 
broad a view. The book could, very properly, have been called A Re- 
view of Economic Theory in English Economics. This is, in fact, 
what it is, though a considerable number of English students of 
repute receive but scant mention or none at all, while the rich con- 
tributions of American, French, German, and other European schol- 
arship since John Stuart Mill occupy a very small space. 

A perusal of the book calls to mind the author’s earlier and per- 
haps best-known work, A History of the Theories of Production and 
Distribution in English Political Economy from 1776 to 1848. This 
earlier work starts with Adam Smith and ends with John Stuart Mill, 
and pays very little attention to what went before or came after. 
The present volume reviews again the history of the theories of pro- 
duction and distribution, but in much briefer form and in entirely 
new dress, and with much space devoted to the origin of ideas before 
Smith’s time and to the development of theory after Mill’s time. The 
theory of value, which found no place in the earlier study, supplies 
the longest chapter in the new volume. A critical analysis of the 
theories of production, value, and distribution comprises eleven of 
the fourteen chapters of the book. The first two chapters are intro- 
ductory in character and deal with the origins of economic theory 
and the evolution of the name of the science. A concluding chapter, 
called “Aspirations and Tendencies,” discusses present social-eco- 
nomic problems and the general tendencies of economic progress. 

The limitations of space set on this review permit only the briefest 
discussion of the results of the author’s labors. In a book devoted 
largely to the development of economic theory in England, one might 
expect to find mercantilism assuming an important place in a study 
of origins, but it is not so in this instance. Professor Cannan seems 
to form his conception of mercantilism from the views of Mun and 
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Smith. “ ‘Mercantile theory,’” as he sees it, “should be the doctrine 
that states must not leave the balance of trade to take care of itself, 
but must encourage exportation and discourage importation, and 
‘Mercantilism’ should be . . . . either this theory or the practice 
which it recommends” (p. 13). He regards this as a “convenient” 
use of the term and sees no convenience at all in the use which some 
German and English writers have made of it as a term to describe a 
nationalistic economic movement. Yet a view of the whole body of 
mercantilist literature rather clearly reveals a conception of the interre- 
lations of agriculture, manufactures, commerce, population, and mone- 
tary institutions. Mercantilistic writers sensed the unity of the econ- 
omy of nations and, in some measure, also, the unity of world-economy. 
Mercantilism seems, therefore, to have some rightful claims, partic- 
ularly in England, to be regarded as the earliest form of economic 
theory. 

In the fourth section of the chapter on origins, cameralism is 
brought into the picture, but one is not a little surprised to find this 
branch of early economic literature represented solely by Antoine de 
Montchrétien, author of the Traicté de ’CGiconomie politique, 1615, 
who is characterized as “an extreme example.” There is not the 
slightest reference to any one of a number of seventeenth- and 
eighteenth-century writers whose names naturally come to mind 
when cameralism is mentioned. No attempt is made to show the 
influence of cameralism on the development of economic science and 
the comment on Montchrétien’s book seems to be directed rather 
more to the softening of the unfavorable judgment which economists 
have generally passed on it than to a critical estimate of its scientific 
value. 

In tracing the course of events after Mill, Professor Cannan gives 
much space to the development of economic theory in the hands of 
Alfred Marshall. This is especially true in the chapters dealing with 
the theories of value and distribution, in which, in a general way, 
he traces the evolution of Marshall’s thought from the Economics of 
Industry in 1879 through the eight editions of the Principles. There 
is abundant evidence of his recognition of the great extent and im- 
portance of Marshall’s contributions, but he is never quite satisfied 
with his attainments and finds much to criticize. His attitude toward 
Marshall’s teaching is well illustrated by many passages in the chap- 
ter on “The Theory of Value in General.” Referring to the value 
of commodities produced under conditions of diminishing cost, he 
says (p. 209): 
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It is . . . . one of the commonest of all economic experiences that enor- 
mous numbers of commodities have become cheaper because increase of 
population or increased means or desires of the same population to buy them 
has made it possible to produce them “on a larger scale.” The phenomenon 
is much too big to be airily dismissed as “an exception to the general rule that 
increase of demand tends to raise value.” Marshall does not try to treat it 
as such, but he does not seem quite happy in endeavoring to find it a place 
in his general theory of supply and demand and value. 


In the matter of long-period prices, the author says (p. 210) that 
Marshall is obliged to follow Ricardo’s classification of commodities 
in accordance with their tendency to obey a law of diminishing or 
constant or increasing returns. An increase in demand in the first 
case raises value, leaves it unchanged in the second, and lowers it in 
the third. This, he concludes, destroys what Marshall calls “the 
fundamental symmetry of the general relations in which demand and 
supply stand to value.” Then, quoting Marshall’s analogy of the 
scissors, he says (p. 210): 

The simile is striking and effective, when applied, as Marshall applies it 
. . . . but is very puzzling when applied to a commodity which will fall in 
value when more of it is demanded. The two blades of the scissors then seem 
to be required to move in the same direction, which is contrary to the nature 
of scissors. 


While Marshall’s exposition may not be all that could be desired, 
his critic seems to detect no fundamental error in his reasoning. It is 
even not impossible for the two blades of the scissors to move in the 
same direction. The cutting operation would continue, provided one 
blade is allowed to overtake the other. 

Again Professor Cannan thinks (p. 214) that to construct an 
imaginary “stationary state” in which “economic forces have had 
time to work out their effects,” followed by admission of the fact that 
production is not so arranged in the real world that equal efforts and 
sacrifices are equally rewarded, is a bad way to approach the ex- 
planation of values and their changes. He says: 

History tells us how certain values have changed; let theory tell us why 
such changes took place It will be far better to accept the values 
known to exist . . . . as the result of the physical conditions of the universe 
and the past history of mankind, and to conceive the theory of the influence 
of production on values as an orderly discussion of the causes of actual and 
possible changes 
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It would be interesting to have Professor Cannan’s theory of value 
developed in accordance with these suggestions, but he indulges in 
comparatively little constructive theorizing in this volume. 

While the book is neither a systematic exposition of principles nor 
a complete history of doctrines, it will prove to be an invaluable aid 
to the future student of the development of economics in England. 
Like all the books of Professor Cannan, it is written in an attractive 
style, is orderly and systematic in its presentation of the subject 
matter, and extremely accurate in matters of fact and in its references 
to the literature of economics. It could easily have been made much 
more useful to students by listing the writings of the numerous 
authors referred to in the text in an orderly manner in a bibliograph- 
ical note or appendix. 

N. A. WESTON 


University oF ILLINOIS 


An Approach to Definite Forecasting. By LINCOLN W. HALL. 
Philadelphia: University of Pennsylvania Press, 1929. Pp. 
ix+142. $3.00. 

The cover page announces that “in this study of business statistics 

a more powerful, more complete, more easily calculated methodology 


is set forth for handling all forms of time data in business than has pre- 
viously been available. An extensive use of constructed series has been 
made for the purpose of experimentation with the methods described 
under an approximation of controlled conditions. Definite numerical 
forecasting, wherein errors can be more accurately checked, may be 
attempted through the process suggested in this book.” The high hopes 
thus raised in the mind of the reader who is eager for both a time-saving 
and a more accurate device for forecasting economic series, are hardly 
fulfilled by the contents of the book. 

An Approach to Definite Forecasting is an attempt at projecting 
time series a year in advance on the basis of the secular, cyclical, and 
seasonal components of the time series itself. It avoids the usual meth- 
ods of determining secular trend by fitted curves or moving averages. 
In their stead the author uses a device called “the cyclical indicator” to 
determine a trial secular trend line. Deviations from this trial trend are 
averaged to obtain trial seasonal variations. Each of these three com- 
ponents are then adjusted giving “final” components, and the latter 
form the basis for projecting or forecasting the time series for a year 
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in advance from any point. The forecasting is done by projecting the 
secular trend from any given point, either upward or downward accord- 
ing to the judgment of the forecaster, and adding or subtracting the sea- 
sonal and cyclical components based on the average values assigned to 
these components for the three years immediately preceding. 

The key to the process outlined in the first part of this book which 
the author claims as entirely new is the computation of the “cyclical 
indicator.” It consists of computing moving totals, taking absolute 
first differences over a period of a year to remove seasonal variation, 
computing moving totals from this derived series and again taking first 
differences over a year period, thus eliminating secular trend. This 
yields the cyclical indicator necessary to determine the position of the 
trend. Several constructed series built up of regular and broken secular 
trend lines and cycles of different length are subjected to this process 
to demonstrate how closely the cyclical indicator under different con- 
trolled conditions reproduces the actual cycles. Its accuracy is shown 
to depend both on the nature of the secular trend and on the length of 
the cycles. Even when the cyclical indicator accurately reproduces the 
arbitrary cycles, the inherent weaknesses of the cumulative process em- 
ployed result in the reproduction of cycles which either precede or fol- 
low the actual ones, the nature of the lag depending on the length of the 
assumed cycles. 

Judging from the graphic illustrations, in which trial trends based 
on the cyclical indicator are compared with the corrected final trends, 
it appears that a free-hand curve drawn directly would give at least as 
good a trend as the corrected one, without the use of the cyclical indi- 
cator. 

Another part of the book is devoted to applications of the method 
of forecasting to actual economic series to show how closely the fore- 
casted data approximate the actual data. Ten different series of quar- 
terly figures have been forecasted by projecting secular trend on the 
basis of the author’s judgment and by applying average seasonal and 
cyclical changes of the years immediately preceding. An examination 
of each of these illustrations reveals the essential weakness of a method 
which is based on the projection of irregular trends by means of judg- 
ment and study of the data. In the reviewer’s opinion, judging from the 
graphic comparisons between the actual and forecasted series, the 
method is highly inadequate and apt to give seriously misleading re- 
sults. For example, in the illustration which makes use of stock prices 
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(Chart 28), the actual data show two pronounced cycles from 1914 to 
1917 and another from 1917 to 1921. The forecasted items show a con- 
tinuously rising curve from 1914 to 1920 and a very abrupt decline only 
in 1921, about a year after the 1919 actual peak. In another illustration 
(Chart 30), which makes use of coal production data, there is no re- 
semblance whatever between the actual data in the last four years of 
the series and the forecasted. In fact, the correlation is highly nega- 
tive, for in practically every one of the sixteen forecasted observations 
the variations from one quarter to the next are in the opposite direction 
from that of the actual. Still another glaring example of discrepancy 
is illustrated in Chart 34, dealing with coffee imports. The actual series 
show three distinct cycles with peaks in 1911, 1920, and 1925. The 
forecasted data show the peaks in each instance about one year later. 
A similar lag appears in the low points in the forecasted data. The 
reader may well ask himself, “What is the practical use of a method 
which gives such unreliable results?” 

The book is written in language to appeal to the person un- 
acquainted with elementary statistical terms and methods. 

The superficial appearance of a scientific approach claimed for 
this book should not blind anyone to the fact that the method described 
here takes more time than the results are worth. The actual work en- 
tailed may be judged from the fact that twenty-five columns of compu- 
tations of addition and subtraction are necessary to resolve a time 
series into its three components and to reconstruct it in the form of a 
forecasted series. 

The cyclical indicator as a method of locating trend is not superior 
to the less laborious free-hand method. The method of forecasting a 
varying secular trend by means of judgment is nothing more than an 
intelligent guess of little reliability and the whole procedure of project- 
ing a time series into the future by means of the boot straps of the time 
series itself is of no practical use to any one interested in knowing when 
a peak or low point will be reached, or what may be the magnitude of 
secular, cyclical, or seasonal elements a year in advance. On these 
critical points the “approach to definite forecasting” is likely to lead 
one astray more often than not. 

L. H. BEAN 


Wasurncrton, D.C. 
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Earnings and Working Opportunity in the Upholstery Weav- 
ers’ Trade in 25 Plants in Philadelphia. By ANNE BEzAN- 
SON. Philadelphia: University of Pennsylvania Press, 
1928. Pp. xx-+131. $2.50. 

This unusual statistical study of skilled craftsmen’s earnings dur- 
ing 1926 and 1927 was made possible by the co-operation of Upholstery 
Weavers’ Local Union No. 25 with the Industrial Research Depart- 
ment of the University of Pennsylvania. Nearly 2,000 weavers, in the 
twenty-five mills, reported weekly the hours they had worked and 
earnings made (practically all weaving being done at standard piece- 
rates). Apparently only union weavers are employed in, and make up 
the main labor force of, these twenty-five rather small factories which 
produce most of the tapestry made in the United States. It does not 
appear whether samples of the workers’ reports could be compared 
with employers’ pay-rolls as a partial check on their accuracy, but 
the supervision mentioned and the investigators’ familiarity with the 
whole situation warrant high confidence in the raw data. New designs 
and short lengths occasion much irregularity of operation, the effect 
of which on earnings by months is reflected by the tables given. 

What is the market wage of a weaver? This is the question of pri- 
mary interest to the weavers, for a satisfactory answer had never been 
available on any of the numerous occasions when a new piece-rate 
had to be set. Quite likely some average figures on weekly earnings, 
bewildering enough in their variations, may have been collected in the 
manner of the Scott Company’s hosiery survey. But a vital item 
needed, and supplied by these weavers’ reports, was the number of 
hours worked for given earnings. The over-all average hourly earn- 
ings, moreover, needed to be broken up into the familiar comple- 
mentary statistical measures, in order to obtain a moderately clear 
picture of the earnings situation. Miss Bezanson, with her research 
bureau’s assistance, was able to tabulate hourly, weekly, and annual 
earnings in a variety of ways—for the men who remained employed 
and remained reporters (apparently some 500 of them reported con- 
tinuously throughout the two years). Outstanding differences in 
median hourly earnings were found among mills, and between short- 
service and long-service men. At one extreme is the mill wherein 
median hourly earnings were about 80 cents; at the other end is the 
plant whose median worker earns more than $1.00 an hour. The 
quartiles and deciles move in a similar slope, though dispersions are 
shown to be greater in some factories than in others. The earnings of 
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men employed in their mill less than a quarter-year average decidedly 
lower than those of the full-year men, and the variability of the for- 
mer group is much greater than that of the latter. Possibly to some 
extent the foremen give out “fatter” work to the old-timers than to 
the more recently hired. Ten per cent of all the weavers averaged less 
than 72 cents an hour, while the topmost ro per cent earned $1.02 or 
more. The picture is so complex that it is not remarkable that our 
author does not recommend any particular figure for use in setting 
piece-rates. 

No reference is made in the report to the possibility of employees’ 
self-limitation of output. The histograms given, however, seem suffi- 
ciently symmetrical so that no presumption of such limitation is es- 
tablished. 

What are the causes of these variations in earnings among plants? 
The differences are persistent, for the mills rank about the same in 
each of the two years. We might suppose that the higher-earnings 
shops employed, on the average, higher-grade men; but some positive 
evidence is forthcoming to the contrary. Our author utilizes her op- 
portunity to study statistically the earnings of identical men as they 
move from one mill to another; and shows that those who changed 
from low-pay to high-pay shops tended to improve their earnings, and 
vice versa. It appears likely that the uniform piece-rates enable work- 
men in the better-managed and equipped shops to earn more than 
they did when they worked equally hard and intelligently in the other 
shops; and that the former mills are thus deprived of part of their 
“natural” competitive advantage. 

Z. CLARK DICKINSON 

UNIVERSITY OF MICHIGAN 


Capital and Finance in the Age of the Renaissance: A Study of 
the Fuggers and Their Connections. By RICHARD EHREN- 
BERG. Translated by H. M. Lucas. New York: Harcourt 
Brace & Co., 1928. Pp. 390. 

This work is translated from the now almost classical Zeitalter 

der Fugger, which bears the subtitle Geldkapital und Kreditverkehr im 

16. Jahrhundert. It is not, however, a translation of that work, since 

it reproduces only a little over two-thirds of the text, none of the mat- 

ter in Appendixes (some sixty-five pages in the original), and little be- 
sides the literary references from the fairly copious footnotes in the 
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parts that are translated. The textual omissions include the entire 
third “section” (one of three books or parts of the entire work) , dealing 
with “The Epoch of the Great Commercial Financial Crisis,” and the 
last two (fourth and fifth) chapters of section i, entitled, respectively, 
“The Genoese, Spaniards and Netherlanders” and “The Nature and 
Significance of the Money Powers of the Sixteenth Century.” The 
Author’s Preface is also missing. The omission of this fifth chapter on 
“Nature and Significance” seems to the reviewer quite inexcusable. If 
some unalterable doom limited the English edition absolutely to just 
359 pages of text, it would surely have been better to include this inter- 
pretive section and sacrifice some details of the transactions of some of 
the less important German and Italian magnates. And the same would 
apply to the summary and interpretive paragraphs in the other omitted 
divisions. 

Of the translation in the narrow sense, little need be said. It is ac- 
ceptable, judged by the standard of translations as they are, as it is 
generally readable and generally gives the sense of the German. Most 
of the bad errors seem to be due to careless printing. (Cf. “without 
more” for ohne weiteres twice on page 33; “as though” instead of “al- 
though,” p. 41; “absolute” for “obsolete,” p. 126, etc.) But the printer 
cannot be blamed for such errors as calling Zimstaxe an interest tax in- 
stead of a tariff of rates (p. 34) and probably not for the recurrent 
rendering of Sténde by “States” instead of “Estates.” In some cases 
unintelligible expressions which occur in the English are found to be 
correctly translated. (Cf. p. 28, “on the average,” which apparently 
should be “in round numbers,” and p. 41 [31 in original] where Ehren- 
berg says certain compulsory refundings reduced interest rates by from 
100 to 200 per cent! ) 

Regarding Dr. Ehrenberg’s work in itself, we must confess to a feel- 
ing of disappointment. This is not because it is not an able, even mas- 
terly, performance; perhaps even in part because of its high quality. 
But life after all is limited, and these two heavy volumes go such a little 
way toward answering the questions that seem really to call for answer 
concerning the short though crucial period of which they treat. Most 
of the events and facts related consist of time, place, persons, and terms 
of purely monetary dealings between the big moneyed families like the 
Medici, Grimaldi, Fugger, etc., on the one hand, and, on the other, the 
rising dynastic powers of Europe. Of the wealth represented by all this 
money, its nature, origin, movements, transformations, and uses, or of 
the réle of money in such wealth facts and events, we are told very 
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little. Nor is it evident that the reason is that such matters were on the 
level of the commonplace to the author and in his opinion could be 
assumed to be so on the part of the reader. On the contrary, the very 
use of the term “capital” to refer to wealth or money, viewed purely 
as the “sinews of war,” might well serve as a warning to the reader of 
confusion in regard to fundamental concepts and issues. 

Essentially the book as a whole is an elaboration in its historically 
most important setting of this epigram quoted at the beginning (trans- 
lation, p. 22), “Pecunia nervus belli.”” Now surely there is no one thing 
we try harder to teach our beginners in economics than the fact that 
money, as such, is not the sinews of anything, but a sort of lubricant for 
the machinery of a certain system of organizing production. But Dr. 
Ehrenberg, in speaking (German edition, Vol. I, p. 401, in one of the 
chapters not translated) of the lack of understanding on the part of 
ecclesiastics and public of the function of arbitrage transactions, ex- 
plicitly says the function is that of equalizing exchange rates. He 
makes no reference to the control of trade or beyond that to the signifi- 
cance of trade itself as a means to specialization and increased efficien- 
cy. And a little farther on (p. 407) is the still more questionable obser- 
vation that disposable capital is increased either by the mining of 
money metal or the multiplication of money substitutes, with the re- 
mark that at the time of writing (1896?) the difficulty was the presence 
of more disposable capital than the needs of civilized life called for. 

However, the criticism is not all adverse to Dr. Ehrenberg and oth- 
er historians who write economic history in similar terms. The candid 
inquirer, though brought up in the theoretical tradition, is bound to ask 
whether our textbook economics does not make some of these contrasts 
more absolute than they are in reality. In the conditions generally ob- 
taining in the modern world, it seems empirically justifiable from a 
very practical standpoint to treat money as the sinews of war and also 
as the equivalent of productive capital. This may signify nothing 
against the theoretical distinctions, but should not theory explain fac- 
tual connections as well as stress theoretical contrasts—and go on to 
show when and how far the connections can be counted upon to hold 
in fact? The economics of war and war-finance presents situations 
which jar many of the common assumptions of economic reasoning, 
particularly assumptions as to the fixity or given-ness of total quantities 
of productive capacity in populations, on the one hand, and of their 
needs, on the other. The manner and degree in which mere money, or 
money combined with a little emotion like patriotism or personal loyalty, 
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or even ambition, is able to unfix such “given magnitudes” and make 
vast surpluses take form, apparently out of nothing, must make the 
observing theorist modest and cautious. 

Most of the economic history so far written is practically useless 
to the student who approaches the field with distinctively economic 
questions in mind, for the reason that the authors have lacked a com- 
prehension of the fundamental mechanics of modern economic relation- 
ships. But it may also be urged that much of the economic theory is 
unusable as it stands because of oversimplification and failure to carry 
the study to the degree of complexity and realism necessary to bring it 
into visible relation with facts of common observation. Mutual re- 
crimination is useless; but the hope for progress seems to lie in mutual 
criticism, leading to co-operation. Back of a society in which money 
can be sinews of war and disposable capital is a long, long story. That 
story is what the economist wants from the historian, particularly in 
the period treated by Ehrenberg. What he finds is a mass of detailed il- 
lustrations of the principle, introduced by the tantalizing statement 
that “with seeming suddenness [the] principle becomes prominent at 
this time” (translation, p. 22). 

F. H. KNicHtT 


UNIVERSITY OF CHICAGO 


Henri Sée—Modern Capitalism: Its Origin and Development. 
Translated by Homer B. VANDERBLUE and GEorcEs F. 
Dorrot. New York: Adelphi Co., 1928. Pp. v-+-225. 


Professor Sée has given us what is probably the best short histori- 
cal account of the development of modern capitalism. It is extraordi- 
narily compact, and the style is admirably clear and lucid. 

Professor Sée fails to give any clear-cut definition of modern cap- 
italism, and refuses to tie himself down to any single criterion. It in- 
cludes not only international commerce on a large scale, but also “the 
flowering of large-scale industry, the triumph of machinery, and the 
growing power of the great financial houses.” In other words, one 
might say, the present economic order. In this combination of ele- 
ments, with their present-day importance, capitalism is peculiar to the 
modern era. 

When he comes to tie capitalism up with capital, Professor Sée 
has some difficulty. In the first place he quite rightly remarks that 
from the historical point of view capital must be conceived as narrow- 
er than in the usage of economic theory—otherwise there would be no 
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means of distinguishing capitalism from any other economic system in 
terms of it, and then why the name? But he himself fails to state pre- 
cisely how much narrower it should be or what should be included. In 
particular he fails to distinguish carefully between capital as a mone- 
tary concept and as a material factor in production. He lays most of 
his stress on the former concept, but the other is always there, and his 
failure to distinguish them leads him into one or two rather bad errors 
of analysis. For instance (p. 99): “But was it [the rise of agricul- 
tural prices] not mainly the result of an increase of capital, such as 
generally leads to a fall in the value of money?” This question cer- 
tainly has no meaning unless capital is conceived as nothing more than 
money. But in the general discussion it means very much more, and it 
is quite obvious that Professor Sée does not intend his capitalism to be 
understood simply as “money economy.” His denial of any great im- 
portance to capitalism in ancient times is sufficient proof of that. The 
only conclusion seems to be that he has not very clearly worked out 
his fundamental concepts. 

Professor Sée mentions Sombart more than any other general 
writer on capitalism, and seems to agree with him on many general 
points. He also mentions Max Weber’s theory of Protestantism and 
capitalism, conceding to it some validity. But in general his interpre- 
tation is very different from that of these writers. His subtypes of 
commercial, financial, and industrial capitalism are conceived in terms 
of the fields of activity which capitalism has taken over. But while 
both Sombart’s distinction between the “spirit of enterprise” and the 
“bourgeois spirit” and Weber’s between “adventurers’ capitalism” and 
“modern rational capitalism” have some relation to Professor Sée’s 
types, they are by no means the same thing but cut very largely across 
them. They refer primarily to the attitude of people toward their 
economic activity, whatever its content may be. Starting as he does 
from such a different position, it is not surprising that Professor Sée 
should find comparatively little in Weber’s theory. But are not prob- 
lems like those raised by Weber the really important ones? It seems 
to the reviewer that his close attention to forms of organization for 
their own sake, and his failure to make use of the German analysis in 
terms of the attitude of men to their economic life, has shut Professor 
Sée out from making any contribution to the understanding of the 
cultural significance of capitalism at all comparable to those of Som- 
bart and Weber. Things with which they have dealt, but which he 
entirely neglects, are especially a consideration of the nature and sig- 
nificance of economic rationalism, and the problems growing out of 
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the economic interpretation of history in the sense in which Sombart 
and Weber have understood it. Professor Sée’s account comes to be 
very largely a recital of bald facts, not illuminated by any very large 
viewpoint of interpretation. As such it is very well done, and very 
useful. But after all such work is only a means to something more im- 
portant. Perhaps Professor Sée will reply that such further contribu- 
tion is not in the province of the historian but rather of the philoso- 
pher. But have not most great historians been philosophers in this 
sense? 

The translation by Professors Vanderblue and Doriot is thor- 
oughly satisfactory and helps greatly to make the book the pleasure 


to read that it is. i 
Tatcott PARSONS 


Harvarp UNIVERSITY 


The Fur Trade of Canada. By H. A. INnts. University of To- 
ronto Studies: Economics and History. Toronto: Oxford 
University Press, Canadian Branch, 1927. Pp. 172. 

Some years ago the Department of Political Science at the University 
of Toronto planned a series of studies on the present position and 
problems of Canada’s chief industries. Although there is to be only 
sufficient history in each volume to illustrate the problems of today 
and tomorrow, it is historically fitting that the first study should be 
on the fur trade, and equally fitting that it should be intrusted to 
one who, by his researches in the archives and his travels through 
the fur country, is so well equipped for the task. But Dr. Innis did 
not work alone; he guided a group of Senior students over the ma- 
terial he had collected, set each of them to investigate a topic still 
further and present a report or study. These studies were discussed 
and improved by the class, mimeographed and made available to the 
trade and public, and finally recast in a book which, though written 
wholly by Dr. Innis, is a product of collaboration between teacher 
and students. 

The plan and thesis of the book are fairly simple and straight- 
forward. The demand for furs has grown rapidly, especially since 
1900 and on the North American continent. Higher prices have been 
the result, and these, plus the use of the steel trap, have led to more 
vigorous trapping. This in turn, combined with the spread of settle- 
ment, mining, and lumbering, reduced the supply of fur-bearing 
animals, thus helping to push prices still higher. Improvements in 
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the use of synthetic dyes and fur-treating machinery have made 
possible the use of lower-grade furs, and so silver fox and muskrat 
alike are being decimated. 

Eventually the high prices and the threatened destruction of the 
fur-bearers led to fur-farming and to the development of govern- 
mental policies of conservation and control. But such policies have 
not had very far-reaching effects, because of lack of uniformity of 
rules in the various Canadian provinces, difficulties in administration, 
and the keen competition generated by the price level. “Competition 
is not in the best interests of the fur trade or of the Indian. The fur 
trade, as carried on over wide areas, thinly populated, and requiring 
heavy capital investment in transportation and trading posts, can 
only be carried on in the long run under conditions, not of cut-throat 
competition, but of monopoly” (p. 100), and thus the breaking of 
the Hudson Bay Company’s monopoly may prove in one important 
respect to have been a tragedy. 

The outlook for the future is therefore gloomy. Canada will for 
years to come benefit from the high prices; but that benefit will 
come from the exploitation of a wasting asset, for “the probability 
of actually increasing the fur supply of Canada and the value of 
this important asset through constructive investigation and legisla- 
tion furthering the conservation and increase of natural resources .. . . 
is notoriously slight” (p. 142). Thus the day may come when the so- 
ciety indorsers of mattresses and their husbands’ stenographers alike 
will have to stop at home, because there are no more fur coats, no more 
gasoline, and no more oil. 

Meanwhile the demand for more furs, the improved methods of 
treatment, and the war-time blockade on Leipzig influenced manu- 
facturing and marketing methods, and transferred much work to this 
side of the Atlantic. In two final chapters these changes are dis- 
cussed. The need for highly skilled labor in handling costly furs is 
so great that “Europe will probably continue to hold a prominent 
position in handling the finest furs,” while Leipzig will recover some 
of its old importance because of its accessibility to Russia. 

Economic theorists will find much of value in the detailed discus- 
sion of factors influencing the price level, and in the excellent graphs; 
economic historians will welcome the account of the early trials, the 
speculative boom, and the subsequent attempt at stabilization of the 
fur-farming industry. The chief defects of the book are those of 
style and arrangement. The mass of figures presented in running 
text on pages 81-86 might have been put in tables, footnotes, or an 
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appendix; the enumeration of trapping rules point by point and 
province by province is wearisome, especially when one reads three 
times in twenty-six lines that the Royal Canadian Mounted Police 
were made ex officio game wardens (p. 59). There is some unneces- 
sary repetition; five times we are told that the effect of rising prices 
was to encourage fur-farming and conservation (pp. 47, 66, 75 
[twice], 140). Starting on page 26 we read of cycles of production of 
different kinds of fur, but not till page 88 is this mystery of cyclical 
production explained. And the style is all too often that of jerky 
short sentences or of long involved ones such as that quoted in the 
foregoing. But Dr. Innis and his department may nevertheless be 
thanked for a useful piece of work, with the hope that the subsequent 
volumes in the series may appear quickly and be equally scholarly. 
HERBERT HEATON 
UNIVERSITY OF MINNESOTA 


The Finances and Financial Administration of New York City. 
Recommendations and Report of the Sub-Committee on 
Budget, Finance, and Revenue, of the City Committee on 
Plan and Survey. New York: Columbia University Press, 
1928. Pp. lxxii+361. $3.00. 

The report of this subcommittee, of which Herbert H. Lehman 
was chairman, was prepared under the direction of Professor Lindsay 
Rogers, who, together with Professors Howard Lee McBain and Rob- 
ert M. Haig, assisted in drafting the recommendations which occupy 
the first seventy-two pages of the report. The section of the report 
which follows the recommendations (pp. 1-246) is composed of seven 
chapters which deal with the financial structure, expenditures, sal- 
aries, purchasing, revenues, assessments, debt policies, and the sub- 
way finances of New York City. These chapters are the work of Jo- 
seph McGoldrich, Luther Gulick, H. E. Buck, R. O. Beckman, Rus- 
sell Forbes, Paul Studensky, and John Dickinson. The third section 
of the report (pp. 247-361) is devoted to a valuable appendix which 
contains much statistical data and a brief classified bibliography. 

The report as a whole is well done and presents a clear picture of 
many of the financial problems of New York City. Much of the re- 
port is given over to descriptive material, with rather little emphasis 
upon the analysis and criticism of current practices. This policy has 
increased the value of the report for the citizen-reader. It has re- 
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sulted, however, in some little repetition, a portion of which could 
doubtless have been avoided by greater use of cross references. (Cf. 
discussion of corporate stock, page 187, which term is called “con- 
fusing” in note 1. No reference is made to page 30 ff. where corporate 
stock was previously discussed. The brief account of the temporary 
debt on page 185 makes no reference to the treatment on page 27.) 
A serious omission appears to be the failure to investigate the equity 
and efficiency of assessments. 

In the body of the report many suggestions for reform are stated 
ineffectively. Financial planning draws the comment (p. 74), “If 
it is possible, it is desirable that a city should prepare a financial pro- 
gramme covering five or ten years.” A recognition of the difficulties, 
realized by the writers, doubtless accounts for the statement, but in 
the summary of recommendations an estimate of future financial needs 
is considered indispensable to an “intelligent consideration of the 
revenue problem” (p. xxxiv). Nine pages are devoted to a considera- 
tion of these needs. In dealing with waste in the present method of 
garbage disposal it is stated, “It would be worthwhile in this connec- 
tion to consider the advisability of reduction plants that could make a 
profit out of the sale of grease and other by-products, but there are 
obvious disadvantages to the city’s embarking on such a business un- 
dertaking”’ (p. 161). There are objections to every form of govern- 
ment enterprise, but the foregoing statement might have been more 
emphatic since garbage removal was costing the city “$3,500,000 a 
year as compared with approximately $5,000,000 that might have 
been derived from the operation of garbage reduction plants” (ibid. ; 
estimate as of 1920). A definite commitment on the policy of sinking 
funds or serial bonds is avoided in order to emphasize the possibility 
of purchasing city bonds with sinking fund receipts (p. 198). 

In its recommendations the committee advocates the extension 
of the principle of special assessments to subway construction but 
makes it clear that “the Committee is not of course suggesting the 
recapture of the entire increase of values along the line of the new 
subways.” The Committee seeks refuge behind the statement that 
“such increase may be traceable in considerable part to the general 
development of the city.” It would seem that these values could be 
fairly estimated without injustice to property owners and that certain 
increments could be definitely ascribed to the subway, especially on 
“particularly favorably located plots.” The refusal to recoup more 
than “a part of the rich profit” from these locations seems to be a doubt- 
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ful concession to property owners. Such recommendations tend to con- 
tinue the present policy of largely ignoring the incidence of the bene- 
fits of public expenditures when taxes are being considered. It may 
be argued that there is no tax so long as the government merely re- 
coups the special values which it has conferred upon property through 
its expenditures. The subcommittee also suggests a tax on land values 
as a means of defraying a portion of the subway costs (p. lvii). 

Some minor errors of fact appear in the text. Illinois, for example, 
is omitted from the states not having gasoline taxes (p. 167”). Spe- 
cial revenue bonds are explained on page 28, “to provide for what are 
essentially supplementary appropriations,” but a note on page 71 indi- 
cates that there is one case not mentioned on page 28 where they are 
used for capital improvements. What to the “layman” is “mysterious” 
and “complex” in the calculation of the annual debt-incurring power 
(cf. p. 208) is explained by an example (p. 209) which omits part of 
the necessary data, the reader being referred by a note to the appendix 
for the proper information. But for the appendix the computation as 
illustrated would always have remained a mystery to others than “the 
layman.” The usefulness of the book is impaired by the lack of an index 
and a list of tables. Neither the tables nor the charts are numbered con- 
secutively throughout the book. 

These detailed comments do not represent the reviewer’s opinion 
of the worth of the book. It is a valuable public document—far 
above the average—and one which deserves the attention of every 
student interested in metropolitan fiscal affairs. Moreover, it gives the 
residents of New York City a clear insight into their major fiscal prob- 
lems. 

Stmmeon E. LELAND 

University oF CHICAGO 


The Chronicles of the East India Company Trading to China, 
1635-1834. Vol. V. Supplementary, 1742-74. By HosEa 
Battou Morse. Cambridge: Harvard University Press, 
1929. Pp. vi+212. 

When Dr. Morse published his four volumes covering the period 
1635-1834, he had to leave gaps in his narrative because of the ab- 
sence of documents covering certain periods. Through the discovery 
of some of the East India Company’s records in the British Legation 
in Peking, the author is now able to fill in some of these gaps. The 
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periods covered are 1743-47 (in eight pages) and 1753-74. The 
presentation is necessarily scrappy and the narrative broken. But 
there is the attractive intimacy that comes from original documents. 

Of special cultural significance is the export of European watches 
and clocks, singsongs (musical instruments), and silver; and the im- 
port of Chinese silks and raw silk, chinaware, and tea. 

The East India Company’s trade in China centered in the port 
of Canton. All efforts to obtain access to other ports failed in the 
long run. In reading these records we are chiefly impressed with the 
difficulties of carrying on trade. The Chinese officials were not only 
open to bribery, but guilty of delays that would have tried an arch- 
angel of patience. The English sailors and others were constantly 
killing or being killed or otherwise giving trouble. Scurvy incapaci- 
tated the crews, both inward and outward, to such an extent that 
captains could not make some of their scheduled calls at ports. From 
1755 “rubbish teas” were pawned off on the company. Until 1771 
the company had to trade with the merchants of the Cohang, an as- 
sociation possessing a monopoly, particularly in important commodi- 
ties. It is fairly clear that these privileged merchants made the most 
of their position: they sought to keep the English out of the inland 
market. At times only three or five of their number were really sol- 
vent. But the collection of debts due to the company was more diffi- 
cult after the dissolution of the Cohang than before. Of course the 
chief commercial difficulty of the company can be summed up by 
saying that the price of English woolens fell too low and the price of 
Chinese teas rose too high. 

N. S. B. Gras 


Harvarp UNIVERSITY 
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